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THE APPLICATION OF ASC 
TELECOM, INC. FOR A 
CERTIFICATE OF CONVENIENCE 
AND NECESSITY TO PROVIDE 
INTRASTATE INTEREXCHANGE 
SERVICE AND PETITION TO 
DETERMINE THAT ITS SERVICES 
ARE COMPETITIVE. 

APPLICATION 

ASC TELECOM, INC. (ASC), by and through its undersigned attorneys, 

files this application for a Certificate of Convenience and Necessity (CCN) to 

provide intrastate interexchange telecommunications services in accordance 

with Rule 14-2-1104 (A) and 14-2-1105 issued in Docket No. R-0000-94-424. 

ASC also petitions the Arizona Corporation Commission (Commission) for a 

determination that its services are competitive in accordance with Rule 14-2- 

1 108. In support of its Application, ASC states as follows: 

1. Rule 14-2-1104 (A) Information 

1. Description of ASC. ASC is an intrastate interexchange carrier 

providing operator services and prepaid card services. ASC is a wholly-owned 

subsidiary of Sprint Corporation (Sprint). Attached as Exhibit A is Sprint's 1994 

Annual Report to Shareholders and Exhibit 6 is Sprint's Form 10K filed with the 

Securities and Exchange Commission on March 31, 1995. 

2. Telecommunications services which ASC seeks to offer. 

ASC seeks authority to provide intrastate interexchange telecommunications 



services within the State of Arizona. ASC will provide as its initial services 

operator services and prepaid card services. ASC operator services will be 

provided primarily to the hospital industry and the payphone industry. Prepaid 

card services will be provided directly to consumers for use throughout the 

United States. 

3. Proper name and address of ASC. For regulatory purposes, 

ASC's address is 8140 Ward Parkway, 5E, Kansas City, MO 641 14. All 

communications, orders, and inquiries should be directed to: 

Mart ha Je n ki ns 
Regulatory Affairs 
8140 Ward Parkway 5E 
Kansas City, MO 641 14 

4. List of Officers and Directors. A list of Officers and Directors is 

found in Exhibit C. 

5. Tariff for each service. Attached as Exhibit D are the proposed 

tariffs for ASC's services. 

6. Detailed description of geographic market. ASC will provide 

intrastate interexchange telecommunications services statewide. Attached as 

Exhibit E is a map of Arizona. 

7. City, County and State agency approvals. Attached as 

Exhibit F are Arizona's authorization to transact business and an Arizona 

certificate of Good Standing. 
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II. Rule 14-2-1 105 Information 

In accordance with Rule 14-2-1 105(A), ASC submits the following A. 

information: 

1. Description of the company's technical capability to 

provide the proposed services and the financial resources of the 

telecommunications company. 

ASC has the financial, technical, managerial resources and experience 

to provide the proposed services. Since ASC is a new operation, it has no 

financial operating results but will be backed by the financial resources of 

Sprint, which, as shown in Exhibits A and B, are more than adequate. Exhibits 

A and B also demonstrate that Sprint has vast experience and technical and 

managerial resources for the provision of telecommunications services. Those 

resources have been used in the formation of ASC, which consequently has 

personnel and management with the experience and abilities necessary to 

provide the proposed services. 

2. Information describing the financial resources. See Exhibit 

A which includes Sprint's balance sheet and income statement. 

3. Copies of documents evidencing formation of the 

telecommunications company. Attached as Exhibit G are copies of the 

Kansas Articles of Incorporation and Bylaws of ASC Telecom, Inc. 

B. 

that the telecommunications services which ASC intends to provide are 

competitive, pursuant to Rule 14-2-1 108, and submits the following information: 

The provision of operator services and prepaid card services are subject 

In accordance with Rule 14-2-1 105 (B), ASC petitions for a determination 

to competition, as reflected by the recent Commission approval of Competitive 

Telecommunications Rules in Docket No. R 0000-94-424, so that no 
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demonstration of public need and convenience should be required. However, it 

is nonetheless evident that the public will be served by approval of this 

application. ASC services will provide the public with innovative high quality 

services which make efficient use of existing resources while providing 

consumers with increased long distance calling options. ASC should therefore 

be granted a certificate to better provide for the public convenience and 

necessity. 

WHEREFORE, ASC requests the Commission grant this Application and 

a CCN to authorize ASC to provide intrastate interexchange 

telecommunications services within the State of Arizona, and that the 

Commission declare ASC's services to be competitive. 

Dated November 3, 1995. 

Respectfully submitted, 

Martha Jenkins 
Attorney 
Sprint Communications Company, L.P. 
8140 Ward Parkway, 5E 
Kansas City, MO 641 14 
(91 3) 624-61 84 
FAX (913) 634-5681 

CERTIFICATE OF SERVICE 

I hereby certify that a true and correct copy of the foregoing was mailed, 
first-class postage prepaid, this 6th day of November, 1995 to the parties of 
record in Arizona Corporation Commis 

Carol Griesenauer 
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EXHIBIT A 

Copy of the 1994 Sprint Annual Report, which includes Sprint's 1994 balance 
sheet and income statement. 





-7 Sprint 

Sprint set the standard in long distance with its 

fiber-optic network. Now competition is coming 

to a much larger local communications market. By 

joining with our cable partners in a revolutionary 

venture, we will be setting the standard 

once again. We’re creating the blueprint 

that other communications companies will have 

to foi1ow:a new kind of company that delivers the 

entire interconnected world of globe-spanning 

voice, video and data - all from a single source. 

Customers will benefit from better services, 

competitive prices and pin-drop quality. Sprint 

shareholders will benefit from long-term value. 







l -  F I N A N C I A L  HIGHLIGHTS 

4s o/ or for rhr Yews Ended Decrrnber 3 1 .  
( i n  miiliorrs. rrcept per share Jura/ I994 1993 X Change 

Net operating rerenues 
Long distance communications services 
Local communications services 
Cellular and  irele less communications services 
Product distnbution and directory publishing 
Intercompany revenues 

Total 
Income from continuing operations 
Earnings per common share 

from continuing operations 

Dic tdends per common share 
Average common shares outstanding 

Total assets 

$ 6,805.1 
1,112.8 

70 1.8 
1,108.7 
(366.6) 

$12,661.8 

$ 883.7* 

$ 2.53* 

5 1.00 
348.7 

$14,936.3 

S 6,139.2 
4.126.0 

464.0 
945.2 

(3 06.6) 

SI 1,367.8 
f 480.6* 

$ 1.39* 

5 1.00 
343.7 

$14,148.9 

I I %  
1% 

5 1 O/O 

1796 
20% 

1 I %  

84% 

82% 

- 

I %  

6% 

'Sprint Corporauonf income from conunuing operauons and related earnings per common share amounts in I994 and I993 

were affected by nonrecurring items During 1994. a nonrecumng gain was recorded related to the sale of an investment 

in equiry securiues During 1993. nonrecumng charges were recorded related to the merger with Centel Corporauon: 

realignment and restructuring acuons. and changes in federal cax laws and rates. Excluding such nonrecurnng items. 1994 

income from conunuing operauons was f862million ($2.47 per share), as compared to $687 million (SI 99 per share) in 1993. 

Long distance achieves 
record revenues and J operaung income. 

e- 

e- 
m- 

See page I I  

Local revenues increase 
7% ... best in the industry. 
See page 16 

Cellular and wireless 
customer base doubles in 
I8  months. See page 10 

Product distnbuuon 
and directory publishing 
grow and diversify. 
See pages 23 and 14 

VISION 

VISION b To be a world-class telecommunications company - the 

standard by which others are measured 

tomer Satisfaction Inspired, Innovative and Empowered Employees 

b Superior Financial Results VALUES b Customer First b Integrity in 

All We Do w ExcellenceThrough Quality b Respect For Each Other 

Growth Through Change b Community Commitment b Productive 

Work Environment b Representative Work Force w ShareholderValue 

GOALS b Exceptional Cus- - G O A L S  

7- VALUES 
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K E Y  INDICATORS 

19,470 
$9,933 

$11,368 

$10,420 

90 91 92 93 94 

Net operating revenues have 

increased I I percent from I993 

to 1994 and have grown a t  a 

compounded annual growth 

rate of 8 percent over the past 

four years. 

$388 $395 

ws1 

Income from continuing opera- 

tions, excluding nonrecurring 

items, increased 25 percent 

from 1993 to 1994 and has 

grown at a compounded annual 

growth rate of 22 percent over 

the past four years. 

a 

$1.99 

$1.33 

yo YI 92 f43 94 

Earnings per share from con- 

tinuing operations. excluding 

nonrecurring items, increased 

24 percent from 1993 to 

1994 and has grown a t  a 

compounded annual growth 

rate of 21 percent over the 

past four years. 

a 
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To Our Shareholders: In June, u e  signed a Clemorandum of L'nderstand- 

For Spnnt. 1994 was an exceptional year of accomplish- ing ( M O U )  uith France Telecom and Deutsche 

ment, both from a strategic as well as an operational Telekom, Europe's tNo largest telecommunications 

results perspective. entities. that could lead to the creation of the most 

comprehensive partnership e\ er formed in the interna- We launched landmark strategic initiatives that may 

well define the way communications services 

and products will be delivered in the future and 

produced record financial results that included a 

25 percent increase in earnings and an 11 per- 

cent increase in revenues. 

Responding to the  marketplace 

Fundamental changes in technology and cus- 

tomer demand are offering the opportunity to restruc- 

ture the communications industry. As emerging 

technologies open vast new pathways for voice, video 

and data communications, the demand for seamless 

worldwide connectivity is rapidly growing beyond the 

individual capabilities of today's communications 

industry. The lines of distinction between long distance, 

local and wireless communications are becoming 

blurred and in the future will probably not be relevant. 

The convergence of the cable television and telecom- 

munications industries is inevitable. 

Against this backdrop, we announced the two most 

significant Sprint initiatives since we redefined quality 

in the communications industry by building the first 

and only 100 percent digital, fiber-optic network in the 

United States. 

Sprint Chairman and 
Chief Executive Officer 

William T. Esrey 

tional marketplace. 

The MOU also calls for France Telecom and 

Deutsche Telekom to make a major financial 

investment in Sprint. While there are a number 

of conditions that need to be satisfied. including 

reaching detailed definitive agreements and get- 

ting government approvals. we are hopeful of 

implementing the transaction in 1995. 

In October, we announced plans for a joint venture 

with Tele-Communications Inc.. Comcast Corporation 

and Cox Communications, three of the largest cable 

television operators in the U.S., that will create 
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an unprecedented communications alternative - pack- 

aging local telephone, long distance and wireless com- 

munications with cable services into a single offering 

for consumers and businesses. 

With direct access to approximately one-third of 

America’s homes, the Sprintkable venture represents 

an extraordinary opportunity as competition comes to 

the $95 billion local communications marketplace. Our 

market reach will expand even hrther as additional 

cable operators affiliate with the venture. When com- 

bined with nationwide personal communications wire- 

less service and Sprint’s global long distance operations, 

major lines of business - long distance, local communi- 

cations and cellular and wireless - achieved strong oper- 

ating results in 1994. Revenues grew to $12.66 billion. 

Earnings per share from continuing operations were 

$2.47, up from $1.99 in 1993 (excluding the effects of a 

one-time gain in 1994 and one-time charges in 1993). 

Operating in a highly competitive environment, long 

distance operating income rose 2 1 percent and revenues 

grew 11 percent. Spnnt’s calling volume and revenues 

grew faster than the industry, indicating strong con- 

sumer acceptance of our products and services, and in 
the fourth quarter our minutes of use growth rate led 

the venture will create a seamless communi- 

cations system that will be difficult, perhaps 

impossible, for competitors to replicate. 

the industry’s largest carriers. We had solid per- 

formance in the key international, data and “800” 

services markets, each of which grew at better 

than a 20 percent rate in 1994. In 1994 we also engaged in discussions with 

Electronic Data Systems regarding a strategic 

relationship that included a possible merger of 

equals. EDS is a leader in information technol- 

ogy and a pioneer in computer system integra- 

tion and outsourcing. Sprint and EDS share a 

Regrettably, in the fourth quarter, a streak of nine 

consecutive quarters of increased long distance 

operating income was broken. We experienced a 

decrease from the thrd to fourth quarter 1994, 

the result of a decline primarily dnven by intense 

similar vision about the convergence of communications 

and information technology. We were unable to reach 

agreement on the financial terms of a transaction and ter- 

minated our merger discussions; however, we continue 

to work closely with EDS on a wide variety of efforts to 

satisfy the needs of customers of both companies. 

Strong operating performance 

As we expand our interests and reach, we are building 

from a solid base of core competencies. Each of our 

competition in the long distance marketplace. However, 

compared to fourth quarter a year earlier, long distance 

revenues grew 7 percent and operating income increased 

4 percent. 

We have taken steps to remforce and build on our 

market position through new product introductions, mar- 
keting initiatives, process and productivity improve- 

ments, and investments in new technology that we 

believe will further differentiate Sprint’s services in the 

marketplace. Already in 1995 we introduced Sprint SensesM 



to the residential market, a simple-to-understand flat rate 

calling plan designed to improve customer retention. 

Sprint's local communications division enjoyed a 

banner year in 1994, as both revenues and operating 

income grew 7 percent during the year. Our strong per- 

formance in 1994 was fueled by access line growth 

rates that were among the industry's best, by solid 

increases in access minutes of use, by strong customer 

demand for new vertical services and by increases in 

equipment sales. The local division continues to lever- 

age its advanced network infrastructure, which 

includes digital switching service to more than 97 per- 

alliance and the timing and magnitude of our invest- 

ment in developing a competitive local communica- 

tions service on a national scale. While there are 

uncertainties in our business, or in any business, we 

have no doubt that the company is stronger and better 

positioned for the future than ever before. 

A unique combination of assets 

Sprint continues to build on its unique combination 

of assets - including one of the industry's most highly 

recognizable brand names; America's only nationwide 

100 percent digital, fiber-optic network; a strong pres- 

cent of our local customers. ence in long distance, local and wireless commu- 

nications; a powerful international position; and a 

team of highly capable, motivated employees. 
Our nationally recopzed  brand has been a 

powerful dnver in Sprint Cellular's excellent 

results. More than 1 million customers, a 59 per- 

cent increase from a year ago, now have Sprint 

Cellular service, makmg Sprint the eighth-largest 

cellular operator in the nation. Market penetra- 

tion improved to 5.4 percent of the population 

we serve. Both our customer growth rate and 

Our intent is to emerge as one of a handful of 

truly significant communications companies in 

the world. Together with our partners, we have 

taken the necessary steps to create a single- 

source provider that will define communications 

in the 21st century. Through prudent, measured 

market penetration are among the best in the industry. 

Despite the company's strong, across-the-board 

financial performance, the price of Sprint shares 

declined in the second half of 1994. We tind this dis- 

appointing and frustrating. Sincerely, 

investment and constant focus on the needs of our cus- 

tomers, we remain committed to building long-term 

shareholder value and a company that serves its cus- 

tomers and its employees in a world-class manner. 

We believe the decline, which affected most of the 

telecommunications industry, may be due in part to 

uncertainties surrounding regulatory and legislative 

changes that may emerge in coming months, uncer- 

tainty related to the completion of our international 

William 1. Esrey 
Chairman and Chief Executive Officer 
March 7, 1995 
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S P R I  N T’S S T R  AT EG I C V I  5 I O N  

D R A W I N G  T H E  

F O R T H E  blueprint F U T U R E  O F  

communications 

decade ago. Sprint revolution- A ized the long distance market by 
building the industry‘s first I00 per- 
cent digital fiber-optic network. 

Today. Sprint is blazing a bold new 
trail toward full competition in the 
59.5 billion local communications mar- 
ketplace. Our blueprint. which took 
shape during 1994, promises to define 
the way communications services are 
delivered into the next century. 

Sprint’s vision is anchored in our 
ability to deliver the industry’s best 
package of integrated communica- 
tions services - voice. video, data and 
wireless. While others may talk about 
creating a total package of services, 
Sprint has made it a reality through our 
presence in the local, long distance and 
wireless businesses, combined with 
our planned joint venture with three of 
America’s largest cable TV companies 
- TU.  Comcast and Cox. 

By IinIung brand image and our 
core strengths with these cable TV 
partners. Sprint is building a new 
company. It will offer both wireline 
and wireless communications deliv- 
ery to the doorstep of consumers and 
businesses across the nation and that 
will bring choice to the local tele- 
phone marketplace for the first time 
on a national basis. 

In Little Rock, Ark., Sprint is 
already testing a new broadband ser- 

cice that demonstrates the power of 
this integrated communications con- 
cept. Called ”Customer Choice 2000,’’ 
the service delivers Sprint long dis- 
tance. 22 channels of cable TY plus 
switched video and data services - all 
over a single line, at a level of quality 
rated superior to existing communica- 
tions delivery systems by those partic- 
ipating in the trial. 

The advantages of a service like 
Customer Choice 2000 are clear: 
along with improved picture quality, 
subscribers get lower costs for their 
voice and data calls. As soon 
as competition is allowed 
competitive local service can 
be added, too - piggyback- 
ing local voice calls onto the 
same high-capacity line. 

This superior broadband 
technology is just part of 
Sprint’s blueprint for the 
future of communications. 
An equally important com- 
ponent is attractive market coverage. 
Sprint’s three cable TV partners 
today operate networks that pass 
30 million homes - about a third of 
the total households in the US. That 
number is expected to grow as addi- 
tional cable companies affiliate with 
the Sprinticable venture. Because 
these cable systems cover the ”last 
mile” to the home or office with 

broadband transmission capacity. 
they are a perfect complement to 
Sprint’s nationwide fiber-optic long 
distance network. 

Sprint’s integrated service strate- 
gy includes two other important 
components as well: global reach 
and wireless technology. Our 1994 
Memorandum of Understanding with 
Europe’s two largest telecommunica- 
tions carriers - Deutsche Telekom 
and France Telecom - envisions the 
establishment of a powerful new 
global competitor. In the U.S.. the 

Sprint/cable venture a i l 1  
have a growing presence in 
the wireless market - with 
the strategic goal of estab- 
lishing a nationwide wire- 
less service that can be fully 
integrated with the ven- 
ture’s wireline voice. data 
and video services. 

Just as we reshaped the 
industry with fiber-optic 

technology a decade ago, Spnnt’s bold 
moves in 1994 began forging a dra- 
matic new model of seamless, inte- 
grated communications for the 2ls t  
century and beyond. On the strength 
of Spnnt’s leadership. competition 
and innovation will soon transform 
the market for local communications 
- and ultimately, customers wil l  
emerge as the big winners. 



A WO R LD-C LAS S T E  L E C 0 M M U N I CAT1 0 N S C O M P A N Y  

MARKETS DESCRIPTION I 
Sprint provides global voice, video and data communicauons 

services. The long distance division serves nearly 8 million 

customers with the only nationwide 100 percent digital. 

Long distance markets include residential: small, medium 

and large businesses. domestic and international, and 

federal. state and local governments Sprint has as m 

fiber-opuc nerwork in the US It also provides voice 

services to more than 290 countries and locauons. 

including connections to IO0 percent of the world's 

direct-dial countries. Sprint also owns and operates 

SprintNetB. one of the world's largest global data net- 

works. with switching centers in more than 300 malor cities 

'*\ customers 81 percent of the Fortune SO0 largest 

US industrial companies. as well as offshore-based 

mulunational corporations The company is developing 

a presence in emerging multimedia markets through 

rapid deployment of value-added services that are 

portable, customizable. and easy to use 

in Europe, Asia and Latin America. 

Sprint provides local telephone service through more 

than 6.4 million customer lines in 19 states. More than 

97 percent of local customers are served by digital 

switching technology; more than 70 percent are 

served by Signaling System 7 software. Addition- 

ally. more than 13.000 sheath-miles of fiber-optic 

cable is deployed systemwide. This provides a 

platform for a portfolio of network-based voice, video and 

data services. 

Local markers include residential; small, medium and large 

businesses; and federal. state and local governments. The 

operating companies also provide access to 1-1 

customers for long disrance companies. In addmon 

to regulated services. Sprint serves gmwlng markets 

for unregulated, value-added services, inside and 

outside io tiaditional territories.The company is 

posmoned in gmwlng markets for interactive and multimedia 

services, including telemedicine. distance learning, financd 

and entertainment applications. 

& 

Sprint Cellular is one of the nation's fastest-growing cellular 

companies. The Company operates cellular systems in 

Sprint Cellular provides cellular voice and data service to 

individual consumers; small, medium and large businesses; 

87 metropolitan and rural service areas in 14 states. 

and it has ownership interests in 53 other markers, 

representing proportionate market ownership of 

20.5 million potential customers. In terms of CUS- 

comers, Sprint Cellular's customer base is larger than 

the cellular operations of cwo Regional Bell Operating 

as well as federal. state and local governments. In 1994. 

Sprint Cellular closed the year with more than I mil- 

lion customers after experiencing a growth rate of 

59 percent Sprint Cellular also is well positioned to 

participate in emerging markets for wireless data and 

Personal Communications Services (PCS). 

Companies. 

SprindNorth Supply is one of the nation's largest 

wholesale distributors of voice. data and teleconferencing 

equipmenc security and alarm systems, cable television and 

elecvical products. 

Sprint's publishing companies. comprised of Sprint 

Publishing & Advertising and Centel Directory 

Company, collectively are the loth largest Yellow 

Pages publisher in the United States. 

SprindNonh Supply provides equipmenc and services to 

major telecommunications companies, various product 

resellers, cable television companies. and security and alarm 

dealers. SprindNonh Supply also serves markets 

with materials management services. 
. , . , . . . . . . . . , . . . . . . . . . . . . . , , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

The Sprint Publishing & Advertising companies 

publish 335 directories with an annual circulation 

of 16. I million across 20 states.The subsidiary also 

serves markets for specialty directories and integrated 

marketing services. 
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We are prepared to LEAD our industry into the 21" Century 

KEY STRATEGIES 1994 RESULTS 

Focus resources on key markets: Pursue the extraor- 
dinary opportunity to reach millions of additional cus- 

8 "  * ! , , / ( , 3 , , \ ,  

56.805 

i'l v3 '44 

+I I% Change 

comers through our new cable venture Expand Sprint's 
brand recognition Position for the future by anticipating 
regulatory and competitive changes. 

Accelerate revenue while improving operating 
income growth: Implement an advanced. broadband 
infrastructure which improves efficiency, reduces costs. and 
enhances business process improvement Offer services with 
a level of reliability previously unheard of in the industry 

Capitalize on our worldwide service offering: Grow 
international markets through strategic alliances and 
expansion of Sprint's global network facilities. 

t "  pr''Wt, 

43 94 

' 9% Change 

'cr;cludine 
nonrrcurnn_u cims - 

i," mrllrO"5, 

$4,413 

TI 93 94 

+I% Changa 

i," mlllronrl 

51.022 

5 9 1  93 94 I 
+l% Changa 

*excludmg 
n o m u m n g  Items 

Accelerate operating income growth and improve 
cost efficiency: Focus on improvement in operating 
efficiencies through contrnued process improvement, in prrceno 

4.8 4.8 selective organizational streamlining and information 
system enhancements. Increase emphasis on markeung 
non-regulated. value-added produco and services. 

Further enhance network technologies: Deploy 
technologies to meet emergng demand for advanced 
broadband services. 

93 94 Seek regulatory and legislative changes: Encourage 
progressive public policies to bring the full benefits of 
communications capabilities to customers. 

I I  
_____. 

I," rnlrllonrl i 5102 

i l  
93 94 

+5i%Chmga 

Expand customer base: Broaden and diversify our 
distribution channels and maximize value of customers 
they attract. Attract and retain customers through excep- 
tional customer service. 

Strengthen our incumbent position: Build on our 
network infrastructure and maximize our customer 
service and marketing advantages to prepare for future 
PCS compeouon. Leverage the Sprint brand and pursue 
integrauon opportunities with Sprint's PCS plans. 

Improve operating margins and financial results: 
Enhance average revenue per customer and improve our 
yield per minute of use, cut fraud and bad debt. consolidate 
functions. and utilize more efficient technologies. 

iin rhousands) 

93 94 

+59% ch.nga 
'excluding 

nonrecurring items - 
Increase operating income: Achieve reduced expenses 
and improved opeauonal efficiency. Increase emphasis on 

itn mdhons) 

i 93 i 94 

+I8XChrngC 
'eycludmg 

nonrecumng items - 

marketing high-margin products. 

Enhance industry position: Concenoate on key suategies, 
including customec service, process improvwmnr and solution 
selling - to position as the industry's leading distributor. 

Improve customer satisfaction: Provide the most 
efficient resource for consumer buying decisions. Imple- 
ment a market-focused, value-based pricing suategy. 

Position for future growth Grow the core business while 
investigating alternatives forYellow Pages d d i .  Continue co 
aucOmate and i n q a t e  sales,&lct and producdon funcdons. 

, . . . . . , . . . , . . . . . . . . . . . . , . . . . . . . . . , . , . . . . , , . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . 
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I *  L O N G  DISTANCE 

A G  G R E S S I V E L Y  
A N T I C  I P A T I  N G  

customer 
N E E D S  I N  A global E C O N O M Y  

0 
I -. 

-. 

1 4  Targeting the college 
iarket in 1994, Sprint pro- 
uced significant market share 

-ow& Sprint's AI lenro. lek  
orked with Barnes & Noble 

ookstore Manager Chuck 

v The year 1994 marked the 10th 

anniversary celebration of what is 

sull the only nauonwide, 100 percent 

digital. fiberopuc long disrance tele- 
00th on a successful long dis- 

mce marketing campaign at 

)Id Dominion University in 

phone 'print be@n 'On- A Sprint begin cmss- 

marketing campaigns with its struction of the network in 1984. 

lorfolkVa. 

' A Sprint unleashed the largest prepaid t e l c  

phone card promotion in U.S. history Under 
the supervision of Sprintielemedia's Harry Campbell, 
4 4 million Spnnt prepaid 6NCARDSY' have been 

included in Gilleae men's and women's disposable 
m o r  packages to promote the 1995 NCAA Men's 

and Women's Basketball Tournaments. 

A Thanks to new government 

regulation. consumers will soon 

have the choice to use their own 
long distance company on any pay 
telephone Sprint will benefit from a 

more level competitive playing field 4 Sprint launched several major image cam- 
paigns for specific ethnic markets in 1994. One 

incorporated the legendary Monkey King in market- 
ing. advercising and community relauons programs 

directed to US. Chinese-American communities. 



I *  LONG DISTANCE 

n the highly competitive long dis- I tance industry. Sprint posted strong 
gains during 1994. topping 1993's 
record-setting performance in both 
re\.enues and operating income. Our 
minutes of use also grew faster than 
that of the industry overall. indicating 
strong customer acceptance of our 
products and services. 

For the year. the long distance divi- 
sion's operating income rose 21 per- 
cent. to S60j million. on an 1 I percent 
increase in revenues. to S6.8 I billion. 
Operating margins also improved to 

8.9 percent, from 8.2 per- 
cent in 1993. Driving this 
strong performance were 
key international, data and 
"800" service markets. each 
of which grew at better than 
a 20 percent rate. 

In the fourth quarter. our 
string of nine consecutive 
quarters of increased long 
distance operating income 
was interrupted a decline 
primarily driven by intense 
competition in the long 

distance marketplace We 
have responded kith new 
product introductions, mar- 
keting initiatives, process 
and productivity improve- 
ments, and investments in 
new technology 

To break through the 
confusing array of long 
distance pncing plans that 
confront consumers. Spnnt 
introduced rekolutionary 
new products and services 
that markedly differentiate 

b Teleport Communications 

Group (TCG) - a key compo- 

nent of Sprint's partnership wlth 

three leading cable companies - 
"lrgln atlantlc 

is the nation's largest com- 

petitive access provider The 
lz*c*m- 

relationship with Teleporr will a#n-#am#m 

help Sprint reduce i ts long 
distance access cos= 

MEXlCHNHA 4 Five international alrline carr1et-s - 

Mexicana Airlines and Virgin Atlantic 

Airways - are participating in Sprint's 

new international travel rewards 

program. Sprint also sponsors frequent 

AIR mrmmmf flier programs with America West 
Airlines. Alaska Airlines and TWA 

M- 

A The NBC network used a 

unique tool to promote all of 

i t s  new television series for the 
I994 Fall Season: collector-item 

prepaid long distance telephone 

cards from Sprint 

Union Corporauon in Charlone, 

N C , and Carol Dempsey, second 
from rtgh& of CDP Imagmg Sp- 
tems in Minneapolis. visit Sprint's 

technology lab in Burlingame. 
Calif.. for a briefing from Sprint's 
Terry Kero. lek and Sue Sentell 

A Sprint's ability to deliver global dag. 

voice and video sewices makes the com- 
pany rhe ideal choice to become the 

carriers' carrier, providing internation- 

al transport services for other carriers. 



us from our competitors. 
Sprint Sense“’. which was launched 

in early 1095. is a dynamic product that 
is rapidly generating customer appeal 
by combining simplicity with the 
savings consumers seek. Sprint Sense 
customers pay just 10 cents a minute on 
their long distance calls after 7 pm.  and 
all weekend long - the periods when 
residential costumers make three- 
fourths of their long distance calls. 

Targeted to a variety ofethnic mar- 
kets, the Sprint Worldwide”’ global 
calling plan provides unrestricted 

savings on all calls: domes- 
tic or international. placed 
any time of day, whether 
direct-dialed or operator- 
assisted including calling 
card and collect calls. 

Another solid success 
is the Sprint Instant F6N-  
CARD“ - a prepaid card 
which lets callers purchase 
long distance service in S5. 
S IO and $20 denominations. 
The prepaid cards, which 
can be used at vtrtually any 

telephone for domestic or 
international long distance 
calls. are now available at 
over 4,500 retail outlets 
across the U.S. 

.i\ number of targeted 
marketing programs includ- 
ing Real Solutions”“ were 
introduced in 1994 to 
help us reach and retain 
business customers. in the 
residential marketplace. 
Sprint’s Consumer Services 
Group continued to deliver 

I A The New York State Edu- 
cation and Research Network 
(NYSERNet) has an agreement 

4 Wireless data helps Frances 

Marshall-Brim keep pace with 

the Chicago Board of Trade. 
Spnnt’s Business Services Group 

major account manager uses a 
laptop computer to support 

the world’s leading futures 
exchange. “Every second IS 

money,” she says. 

A How do you edit a major movie in 

simultaneous real-time situations in Los 
Angeles and New York? With the technolog- I ical combination of Silicon Graohics and 

Spnnt In New York are Roben Greenberg. lek 

(standing), CEO of RGA Digital Studios. and 
v- -A .- I Sprint executive Tom Weigman. right (standing). 

with Sprint to upgrade io network 

Dr kchard Mandelboum. right pres- 
ident of NYSERNer and direccor- 

telecommunications at Polytechnic 

University in Brooklyn. N Y, con- 

suits with Sprints Howard McRae 

A Sprint and Gallaudet University co- 

sponsored the open-captioned premiere 
of the movie. “A River Wild,” in I994 at 

Union Staoon Theater in Washington. D C 

Sprint is  the world’s largest provider of 

telecommunicauons relay semce (TRS). 

4 Sprint loined with the International Reading Asso- 

ciation and the United Nations Educational. Scientific 

and Cultural Organizauon (UNESCO) to sponsor 
International Literacy Day The event featured an 
international videoconference between UNESCO’s 

Paris headquarters and Washington. D C 



exceptional customer satisfaction 
with innovative and exclusive long 
distance products and services for 
USA4 (Lnited Services Automobile 
Association). The San Antonio-based 
company. which ranks at the forefront 
of insurance and financial services 
organizations worldwide, shares 
Sprint’s intense commitment to quality 
and technology. 

Sprint also enhanced its capacity 
to support sophisticated applications 
aimed at the data services market. 
where we hold an industry-leading 
share of the data delivery business. 
The construction of Sprint’s 100 per- 
cent digital, fiber network in the mid- 
1980s set a standard that forced 
others in the industry to play catch- 
up. In 1994, we raised the bar again. 

We began installing our Synchro- 
nous Optical Network (SONET), and 
expanded our Asynchronous Transfer 
Mode (ATM) network. The integra- 
tion of SONET equipment with a net- 
work architecture of bi-directional 
fiber-optic “rings” is unique to Sprint. 
When the first phase is kl ly  deployed 
nationwide in 1996, this technologi- 
cal platform will ensure superior 
survivability, with restoration times 
measured in milliseconds, instead of 
minutes or hours. As a result, service 
disruptions will be essentially trans- 
parent to customers. No other carrier 
will be within several orders of mag- 
nitude of such restoration times. 

These high-speed technologies are 
adding vast capacity to Sprint’s net- 
work as the demand for multimedia 
services begins to grow. Sprint’s lead- 
ership is contributing to our ability to 
serve the sophisticated needs of such 
customers as Hughes Aircraft, Amoco 
and the US. government. 

LONG DISTANCE 

Continued growth in international 
revenues and minutes of use also con- 
tributed to Sprint’s strong results in 
1994. During the year, we announced 
an agreement in principle to partner 
with Telmex in developing network 
links between the U.S. and Mexico. 
When formed this partnership will 
complement the alliance we formed 
in 1993 to market Sprint long dis- 
tance services in Canada. Together, 
these ventures have solidified Sprint’s 
North American strategy. 

continental Europe, we entered a new 
joint venture in Poland in 1994. Our 
25 percent stake in a local telephone 
and cable television network there 
will give Sprint an additional oppor- 
tunity to showcase our technological 
capabilities internationally. 

The long distance division also 
continued to focus on customer ser- 
vice and quality improvements in 
1994. Since the third quarter of 1992. 
the division’s Sprint Quality initiative 
has identified significant operating 

To hrther expand our presence in cost and access fee savings. 

In an industry undergoing rapid and profound change, we 

believe the Sprint name and brand image is a highly valuable 

asset. We have invested more than $ 1  billion over the past 

IO Y W - S  in building the Sprint name to where today it is highly 

recognized and favorably received by the marketplace, and 

....-*;.4 
. 9 1 \-. 

stands as one of only three national telecommunications brands. 

O u r  challenge is t o  leverage this formidable brand position to  create sub- 

stantial new business opportunities. To accomplish that goal, the long distance 

division will focus on several sDecific initiatives: m 
INTEGRATED SERVICE OFFERING Our joint venture 

with TCI. Comcast and Cox provides Sprint with substantial 

new opportunities t o  market our services as the only major 

company capable of packaging long distance. wireless and 

local service (including cable N). 

BROADBAND DATA SERVICES As the first carrier t o  introduce high- 

capacity services like Asynchronous Transfer Mode (ATM), Sprint enhanced its 

reputation as the innovator in data communications. Our  focus on cutting-edge 

technology will continue, with a long-term goal of making Sprint the f i r s t  choice 

for broadband network services - both in Nor th  America and around the globe. 

CUSTOMER SATISFACTION Currently considered a leading company in 

overall customer satisfaction in the consumer marker Sprint will use quality 

improvement initiatives t o  widen our competitive advantage by offering 

targeted service packages, enhanced billing options and highly responsive levels 

of customer service. 

PARTNERSHIPS The proposed global partnership of Sprint, Deursche 

Telekom and FranceTelecom is the most exciting partnership to  be discussed in 

the international marketplace. As envisioned, the transaction would give Sprint 

added financial and marketing power t o  further leverage our technological and 

innovative superiority in the US. and around the world. 





L O C A L  

.. 
4 

N E T W O R K  T O  T H E  
0 internation 

ib network to meet standards 

needed for telephone service. 



pnnt’s local division is a leader in S shaping the future of local 
telecommunications. For example. 
Sprint is one ofthe network managers 
for the North Carolina Information 
Highway. which has attracted nation- 
wide attention as a model high- 
capacity broadband netuork. The 
network \vi11 soon allow schools. hos- 
pitals. libraries. goLernment agencies 
and other users to communicate nor 
just by voice and fax but through two- 
way. full-motion video. In a separate 
initiative. Sprint’s local operating 

A SprindUnited Telephone-Florida 

has installed a Community Health 
Information Network for Naples 

Community Hospital Dr Phillip 
Francis can access patient informauon 

using the advanced data nework 

designed by Sprint project leader Bob 
Busching and administered by Soflie 

WiLoms. vice president and chief 

information officer of the Naples 
Communicy Healthcare System 

company in North Carolina Sprint’s financial accom- 
also is conducting a broad- plishments were equally 
band interactive network Impressive. Ret.enues %om 
trial in the city oflvake For- our local telephone opera- 
est. The project will bring tions increased 7 percent in 
vanous interactive services 1994. to S4.41 billion - a 
to telet isions and computers rate of gromth that was the 
in 1.000 homes. best in the industry. Operat- 

Leadership in delivering ing income also grew 7 per- 
broadband communications cent, to SI  .02 billion. 
services is just one of many exceeding the billion-dollar 
tvays in which Sprint’s local mark for the first time. 
division distinguished itself This strong performance 
during the year. was driven by a healthy 

UET’NORK 
CAPACIT? 

a 

y;hsloNwo; 
%$/\ -.. O F  *g 

CONSUMR 
SERVICE 

A Already one of the most effi- 

cient operauons in the country, 
Sprint’s local division launched six 
major process improvement 
efforts in 1994 - in business ser- 

vice. consumer service. service 

creauon. service assurance, net- 
work capacicy and access service. 

V Schools in rural North Carolina are using distz 

learning made possible by the N o d  Carolina Inform 
Highway and Spnnt’s 1 x 4  dlvision lonet Ward teaches 

dents a t  Sr Stephens High School, while students at Bu 

Hill High School participate using interacuve video. 

A Sprint’s local division is conducting 
trials which will lead to such services as 

movies-on-demand, interactive games, 

home shopping. work-at-home applicauons 
and access to health service providers. 
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1.8 percent increase in access lines 
sold, by brisk customer demand for 
new services and by efficiencies 

NEW, VALUE-ADDED SERVICES 

In cities like Las Vegas, Sprint's high- ? capacity fiber-optic "backbone" net- 
% gained following the addi- work lets us offer a range < = tion of Centel's local tele- of services beyond voice 

phone properties. transmission. These ser- 

focusing on four key areas: cardbanking transactions. 
REGULATION hotel room reservations 
Sprint is seeking changes in and video sporting events. 

-). 
7 7 Sprint's local division is vices will include credit 
\ 

price regulation which is 
now imposed by public util- 

IMPROVED NETWORK 
CAPACITY AND QUALITY 

ity commissions. In addi- More than 97 percent of 
tion, we are aggressively Sprint's local customers are 
working with regulators to served by digital switching 
promote competition in the today. We invested over 
local telephone market. $900 million to upgrade 

our local networks in 1994. and we 
will continue this aggressive effort to 
ensure that our facilities can deliver 
the advanced network features tomor- 
row's customers will demand. 
INCREASED OPERATING 
EFFICIENCIES 
Sprint launched a formal process 
improvement initiative during I994 
designed to increase efficiency and to 
improve customer satisfaction through- 
out our local operations. Thus initiative 
has already identified significant ways 
to improve the division's major hnc- 
tions - including a number of processes 
related to network capacity. access ser- 
vice and business and customer service. 

Competition in the local exchange will stimulate extraordinary change and 

growth opportunities in the last half of the decade. 

Sprint is preparing to  seize new opportunities - first, by pursuing regulatory 

policies that promise a level playing field for all local access providers: and sec- 

ond, by continuing t o  invest in our local networks so that they are capable of 

delivering tomorrow's high-speed, high-capacity services. 

The Nor th  Carolina Information Highway is one 

example of that strategy in action. It will allow Sprint to  

offer a new generation of services, such as distance 

learning, telemedicine, home banking and movies-on-demand. 

Another example is the Advanced Intelligent Network (AIN) capacity we 

have built into our LasVegas network. It will enable us to  introduce four new 

services in I995:Voice Activated Dialing, Personal Number Service, Reminder 

Service and Audible Calling Name. Many more services will follow as we expand 

new offerings throughout our 19-state area. 

Sprint's alliance with three leading cable television compa- 

nies should create new opportunities for local division employ- 

ees whose skills will be valuable to  the venture. In addiuon. we 

will have access to  the technical and markeung skills of our  

cable partners.These synergies boil down to a tremendous growth opportunity for 

our local division business as it moves into cable and broadband-related services. 
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C E L L U L A R  A N D  W I R E L E S S  

I< E E P I N G customers 
1. I N  T O U C H  - 

anytime, 
I anywnere 

Cellular customers in Las Vega helped 
Sprint test a personal communications 
service called FutureLinkSm. It allows 

customers to communicate via a single 
personal telephone number from their office. 

their home, or while traveling with a Iight- 

weight pocket telephone. 



trong customer growth catapult- 
ed Sprint's cellular and wireless 

division to new heights in terms of 
customers. penetration, revenue and 
operating income during the past year. 
In December. Sprint Cellular reached 
the one million customer milestone, 
and market penetration surpassed the 
5 percent level, well ahead of the 
industry average. We also expanded 
our geographic footprint by activating 
more than 225 new cell sites - a 
record number for the division. 

I t  took Sprint's cellular and wire- 
less division eight years to reach its 
first half million customers 
and just 18 months to dou- Regional Bell Operating : 

with more than 1 million Expanded sales distribution 2 
customers. These achieve- channels and a competitive 5 
ments place Sprint squarely cost structure contributed to - z 
among the leaders in the the profitable growth. Oper- 
industry's fastest-growing ating income surged to 
segment and position us for 586 million in 1994 - a 
greater gains in the years three-fold improvement o\.er 
ahead. Sprint now ranks as the previous year's results - 

the eighth-largest cellular company in 
the U.S., with more customers than 

the cellular operations of two a 
4 
\ 

- ble its size. closing the year Companies. -.. 
2 

- 



CELLULAR A N D  W I R E L E S S  

on a 51 percent increase in revenue. 
to S702 million. This record-setting 
performance in 1994 underscores 
Sprint's ability to market wireless 
services. A remarkable 158,000 new 
customers n.ere added in the fourth 

1 

2 
2 quarter alone. 

3 

- - By year's end our market penetra- 
tion stood at 5.4 percent - more than 
double the penetration level of just 
two years ago. In our Las Vegas mar- 
ket, we put Sprint Cellular service in 
the hands of more than 10 percent of 
potential customers, posting the high- 
est penetration rate of any cellular 
carrier in any U.S. city. 

Today. Sprint operates cellular 
systems in 87 metropolitan and rural 
service areas, and it has ownership 
interest in 53 other markets. These 
franchises represent a combined mar- 
ket of more than 20 million potential 
customers, adjusted for ownership, 

giving Sprint excellent 
prospects for growth through 
continued market penetra- 
tion In 1994. we worked to 
capitalize on this potential 
by making Spnnt Cellular 
service available through 
new and diversified market- 
ing channels These include 
major retailers. such as 
Office Depot. Sam's Club, 
Sears and Radio Shack, as 
well as the company's own 
retail stores. which optimize 
color, floor space and design 
in order to merchandise and 

(N-AMPS). A digitally 
enhanced technology. 
%AMPS triples our call- 
handling capacity and 
allows us to introduce new 
PCS-like services. Sprint 
Cellular will use N-AMPS 
as an interim technology 
until an advanced digital 
technology is deployed. 

The digital technology 
Sprint Cellular is awaiting 
is Code Division Multiple 
Access (CDMA). In 1994. 
Sprint announced it will 
become one of the nation's 

sell service based on lifestyle needs. first cellular carriers to debut CDMA. 
To keep pace with our growth and It will be deployed in Las Vegas in 

customer demand for new products 1995. CDMA promises a IO-fold 
and services, Sprint Cellular selected increase in call-handling capacity, 
high-growth areas for cell site con- while also enhancing the transmission 
struction and deployed Narrowband quality and the privacy of calls placed 
Advanced Mobile Phone Service over cellular phones. 

The Sprint brand name represents a key strategic asset in the long-term 

development of our wireless business. Recognized by more than 

80 percent of US. consumers, the Sprint name simplifies the cask of 

building a national wireless network by significantly reducing the 

cost t o  market the service on a nationwide basis. 

Access to  customers is an equally important component of our wireless 

suategyThrough the joint venture with our cable partners, we expect to create 

a national footprint by acquiring Personal Communications Service ( K S )  licenses 

and by negotiating affiliation agreements with the license holders in key markets 

where the venture othemise would not have a presence. 

Another crucial component of Sprint's wireless strategy is 

cumng-edge technology. Sprint Cellular is now working with 

other Sprint divisions to  develop integrated communications 

services. One example IS FutureLinkSn. a "personal number" 

service that keeps customers in touch through a single phone number for 

home, office o r  travel. FutureLink was tested in Las Vegas during 1994, and we 

plan commercial deployment this year. 



P R O D U C T  D I S T R I B U T I O N  

ncreased sdles to Sprint's local developed value-added services I telephone operations and to non- designed to help customers realize 
affiliated companies contributed to the full benefit of voice. video and data 
growth in revenues and operating products distributed by the company. 
income for Sprint,Uorth 
Supply in 1994 

One of the nation's largest 
distnbutors of communica- 
tions equipment, Spm~North 
Supply is further diversify- 
ing its customer base with a 
solutions-oriented strategic 
marketing approach, focus- 
ing on such high-growth 
areas as data, v ideo and cable 
TV SpnnvNorth Supply has 

X market-driven, cus- 
tomer segmentation program 
is further differentiating 
Sprint,horth Supply's cus- 
tomer senice. while helping 
the company target high- 
margin market oppommties 
Added revenues also have 
been generated through 
cross-marketing relation- 
ships with other Spnnt busi- 
ness units 

A comprehensive systems moderniza- @ 
cion and business process improve- 

ment program is strengthening Sprind 

Nor th  Supply's position in existing 

and emerging distribution markets 

: 
w 

- 
- 

SprindNorth Supply will continue t 
z 
2 

~ 

t o  expand i t s  service to  the cable 

television market as the Sprindcable 

joint venture and other cable opera- 

tors upgrade their systems for com- 

petitive local telephone service 

A growing outsourcing trend for 

materials management services also 

is providing expanded opportunities 

to  manage distribution operations 

for manufacturers and retailers 

4 Exceptional customer satisfaction is 

the daily goal of Ken Olrverra. manager for 

SprintrNorth Supply's distribution center 
in Ontano, California Sprint/North Supply 

has received Pacific Bell's prestigious 
Excellence in Quality Award for three 

consecuuve years 

4 Atlanta-based Cox Communi- 
cations uses SprinuNorch Supply 
products in cable systems in the 

Southeast U 5 SpnndNonh Supply's 
LaMont Eanes meets with Gary 
Cassam' of Cox in Ocala. Florida. 

a strategic business plan that 
helped SprindNorth Supply divenify 

oped a phone with the Sprint logo, 4 Products marketed by 
its customer base. The plan received SprintrMid-Atlantic marketed the SprindNorth Supply must 

product In N o d  CarollnkVlrgrnlk input from all levels of employees, 
meet rigorous standards. 

including, from lek, Robin Oberle. South Carolina and Tennessee. Bob Here, Mark Raney and jennrfer 
Bll Byen and Neal Brockchmrdt. Culler led a campaign that sold or Solpenbauer test a new cord- 

leased 65,000 Sprint Flairm 

Ph- 
less telephone 
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D I R E C T O R Y  P U  ELI  S H I  N G  

aced by exceptional results in its arrangements, Sprint Publishing is P Chicago and SprinKenteI mar- now leveraging its brand name in the ? kets. Sprint's directory publishing growing central Florida market. 
$ company increased revenues in 1994. In 1994, Sprint Publishing < 
\ Sprint Publishing & Advertising achieved greater customer satisfac- 

continued to build on its 
position 3s the nation's 
10th largest Yellow Pages 
publisher. Following Sprint's 
merger with Centel in 
1993. the company intro- 
duced the Sprint brand into 
local telephone markets 
served by SprintKentel. 
Through new contractual 

tion through the consolida- 
tion of production facilities 
and the implementation of 
an advanced contract pro- 
cessing system. 

In addition. value to 
Yellow Pages advertisers 
is being added through 
enhanced color and other 
new features. 

A In 1994. Sprint Publishing & 

Sprint Publishing &Advertising's state- 

of-the-art information and produc- 

tion systems will enable the company 

to  serve customers on a nauonwide 

scale. As Sprint and its cable partners 

enter newly competitive local tele- 

phone markets, Sprint Publishing is 

prepared t o  serve businesses in 

those markets wi th high-quality 

advertising opportunities, provided 

through Sprint branded directories. 

as well as specialty publications. The 

company is also expanding i ts  market 

research and telemarketing services. 

Sprint Publishing & Advertising and 

SprindCentel Directory Company collectively 

publish 335 telephone directories with a 4 Sprint Publishing & Adver- 

-- - 
Advertising began consolidating 
its nationwide production A Ten telephone directones produced by Sprint Publishing &Advertising in I994 
facilities to Bristol, Tenn. offered customers enhanced color printing onyellow Pages to meet more 

Reduced costs, more efficient sophisticated markeung goals and improve adverusing revenues. The number of 

production and improved turn- directones offenng enhanced color is expected to triple in I995 

around time are being achieved in 

customer service. graphics. mar- 
ket preparation and order enuy. 
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SELECTED F I N A N C I A L  DATA 

4s oi or /or the kars Ended December 3 I 
(in inillions rrieptprr share data) I994 I993 I992 1991 I990 

Results of Operations 
\et operating revenues $12,661.8 
Operating income‘ ‘ 1  1,787.8 
Income trom continuing operations([) ( 2 ~ 0 )  (4)  883.7 
Earnings per common share from continuing 

operations‘l) I ? )  0 )  (4)  2.53 
Dividends per common share 1.00 

Financial Position 
Total assets $14,936.3 
Property, plant and equipment, net 10,878.6 
Total debt (including short-term borrowings) 4,937.2 
Redeemable preferred stock 37.1 
Common stock and other shareholders’ equity 4,524.8 

Cash Flow Data 
Cash from operating activities. . . . . . . . . . . . . . . . .  $ 2,472.0 
Capital expenditures . . . . . . . . . . . . . . . . . . . . . .  2,015.9 
Free cash flow(s) . . . . . . . . . . . . . . . . . . . . . . . . . .  106.7 

$1 1,367.8 
1,250.6 

480.6 

1.39 
1 .oo 

5 14,148.9 
10,314.8 
5,094.4 

38.6 
3,918.3 

$ 2,112.4 
1,594.7 

170.6 

$10,420.3 
I ,2 13.4 

496.1 

1.46 
I .oo 

$13.599.6 
10,2 19.9 
5,442.7 

40.2 
3,971.6 

$ 2,250.6 
1,466.2 

184.3 

5 9,933.3 
1,185.6 

472.7 

1.41 
I .oo 

$13,929.8 
10,3 10.5 
5,571.2 

56.6 
3,671.9 

$ 1,820.6 
1,523.2 

1.6 

5 9.469.8 
1,045.3 

351.1 

1.06 
I .oo 

9 14,080.6 
10,295.2 
6.082.3 

60.0 
3,353.5 

$ 1,324.5 
1,868.9 
(833.4) 

‘“During 1993. nonrecurring charges of S293 million were recorded related to (a) tmnsaction costs associated with the merger with Centel and the 
expenses of integrating and restructuring the operations ofthe two companies and 6) a realignment and restructuring within the long distance 
division. Such charges reduced consolidated 1993 income from continuing operations by 8193 million (80.56 per share). 

During 1990. nonrecurring charges of872 million were recorded related to the long distance division. which reduced consolidated 1990 income from 
continuing operations by 537 million (SO. I1 per share). 

1992 income from continuing operations by 844 million (80.13 per share) and consolidated 1991 income Jmm continuing operations by 378 million 
($0 23 per share). 

continuing operations by $22 million (SO.06 per share). 

liabilities to e j e c t  the increased tar mte. Such adjustment reduced consolidated 1993 incomefmm continuing operations by 813 million (80.04 per share). 

proceedrfmm the sale of accounts receivable of 8300 million. 

’-”During I992 and 1991. gains were recognized related to the sales of certain local telephone and cellularproperties. which increased consolidated 

’”During 1994, Sprint sold an investment in equity securities. realizing a gain of 8-35 million, which increased consolidated 1994 incomefiDm 

‘J’During 1993. as a result of the enactment of the Revenue Reconciliation Act of 1993. Sprint was required to adjust its deferred income tar assets and 

‘j’Free cash Pow represents cash from operating activities less capital expenditures and dividends paid. Such amountfor 1992 excludes the additional 
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Strategic Developments 
On October 25. 1994. Sprint Corporation (Sprint), 
along with Tele-Communications Inc. (TCI), Comcast 
Corporation (Comcast) and Cox Communications 
(Cox), announced the formation of a venture that will 
provide wireless communications services and local 
telephone services on a broad geographic basis within 
the Lnited States. The joint venture will be owned 
40 percent by Sprint, 30 percent by TCI and 15 percent 
each by Comcast and Cox. The parties have signed 
definitive agreements and created partnerships which 
are bidding for Personal Communications Services 
( P C S )  licenses being auctioned by the Federal 
Communications Commission (FCC). The parties have 
also entered into a joint venture formation agreement, 
which provides the basis upon which they are develop- 
ing definitive agreements for their local telephone 
activities. 

On June 14. 1994. Sprint announced that it had 
entered into a Memorandum of Understanding (the 
MOU) with Deutsche Telekom and France Telecom to 
form a global partnership which would offer telecom- 
munications services to business, consumer and 
carrier markets worldwide. The MOU provided that 
Deutsche Telekom and France Telecom together would 
purchase approximately 42.9 million shares of a new 
class of Sprint common stock at a price of $47.225 per 
share. The MOU further provided that Deutsche 
Telekom and France Telecom would also purchase 
approximately 42.9 million shares of the new class of 
Sprint common stock at a price of $5 1 .OO per share 
two years after the initial acquisition. As part of the 
transaction, Deutsche Telekom and France Telecom 
would be entitled to representation on Sprint’s board. 
This representation would be based on their actual 
percentage ownership interest, with a minimum of two 
directors serving on Sprint’s board so long as the two 
companies own at least 10 percent of the outstanding 
common stock of Sprint, subject to the approval of the 
New York Stock Exchange. The formation of the part- 
nership and the acquisition of Sprint stock are subject 
to conditions, including the negotiation and execution 
of definitive agreements. The terms in these definitive 
agreements, including terms relating to the financial 
investment by Deutsche Telekom and France Telecom, 
could differ in material respects from those in the 
MOU. Also, there can be no assurance that definitive 

agreements will be reached. Other contingencies to 
the transaction include the approval by Sprint’s board of 
directors and its shareholders, approval by the govern- 
ing bodies of Deutsche Telekom and France Telecom, 
and governmental and regulatory approvals. 

5 

3 
- - 
- - 
L c SprintKentel Merger c 

Effective March 9, 1993, Sprint consummated its 
merger with Centel Corporation (Ctntel). creating a 
diversified telecommunications enterprise with opera- 
tions in long distance, local exchange. and cellular and 
wireless communications services. The merger was 
accounted for in 1993 as a pooling of interests. 

; 

E 

Results of Operations 
Consolidated 
Each of Sprint’s primary divisions - long distance, 
local exchange, and cellular and wireless communica- 
tions services - generated record levels of net operat- 
ing revenues and improved operating results in 1994. 
The long distance division generated a solid 1 1 percent 
growth in traffic volumes in 1994, the number of access 
lines served by the local division grew 4.8 percent, and 
the cellular and wireless division benefited from a 
strong 59 percent growth in cellular subscribers. 

Total net operating revenues for the year ended 
December 3 1, 1994 were $12.66 billion, an 11 percent 
increase over net operating revenues of S 1 1.37 billion 
for 1993. Total net operating revenues for the year 
ended December 31, 1992 were $10.42 billion. For the 
year ended December 3 1, 1994, income from continu- 
ing operations was $884 million, or $2.53 per share, 
compared with $481 million. or $1.39 per share. for 
1993 and $496 million. or $1.46 per share, for 1992. 
Income from continuing operations for the year ended 
December 31, 1994 included a gain related to the sale 
of an investment in equity securities ($0.06 per share). 
Income from continuing operations for the year ended 
December 31, 1993 included charges related to the 
merger and integration costs associated with the Centel 
merger and the realignment and restructuring of 
Sprint’s long distance division ($0.56 per share) and a 
charge associated with the enactment of the Revenue 
Reconciliation Act of 1993 ($0.04 per share). Income 
from continuing operations for the year ended 
December 31, 1992 included a gain related to the sale 
of certain telephone properties ($0. 13 per share). 
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Non-operating Items 
Interest Expense 
[nterest expense totaled $398 million in 1994 com- 
pared to S452 million in 1993 and $51 1 million in 1992. 
These decreases generally reflect reductions in the 
average levels of debt outstanding as well as lower 
interest rates due to debt refinancings during 1993 and 
1992. Sprint’s average debt outstanding decreased 
S334 million and $596 million in 1994 and 1993, 
respectively, and the effective interest rate decreased 
52 and 15 basis points, respectively. 

Other Expense, Net  
The components of other income (expense), are 
as follows: 
For the Years Ended 
December 31. /in millions) 1994 1993 I992 

Gain on sale of investment 

Equity in earnings from 
in equity securities. . . . . . . , $34.7 $ - $ - 

cellular minority 
partnership interests. . . . . . . 21.6 20.0 12.8 

Loss on sales of accounts 
receivable. , , . . . . . . . . . . . (22.0) (17.7) 

Minority interests . . . , . . . . . (22.1) (9.4) (6.1) 
Other, net. . . . . . . . . . . . . . (13.2) (10.9) 6.0 
Total other expense, net . . . . . S 7 )  s(22.3) =) 

income Tax Provision 
Sprint’s income tax provisions for 1994, 1993, and 
1992 resulted in effective tax rates of 36 percent, 
38 percent and 36 percent, respectively. During 1993, 
the Revenue Reconciliation Act of 1993 was enacted 
which, among other changes, raised the federal income 
tax rate to 35 percent from 34 percent. As a result, 
Sprint adjusted its deferred income tax assets and 
liabilities to reflect the revised rate. See Note 3 of 
Notes to Consolidated Financial Statements for 
additional information regarding the differences which 
cause the effective income tax rates to vary fiom the 
statutory federal income tax rates. 

As of December 3 1, 1994, Sprint had recorded 
deferrcd income tax assets of $301 million related to 
postretirement benefits and other benefits, $93 million 

(28.7) 

related to alternative minimum tax credit carryfor- 
wards, and $39 million (net of a $2 1 million valuation 
allowance) related to state operating loss carryfor- 
wards. Sprint’s management has determined that it is 
more likely than not that these deferred income tax 
assets, net of the valuation allowance, will be realized 
based on current income tax laws and expectations of 
future taxable income stemming from the reversal of 
existing deferred tax liabilities or ordinary operations. 
Uncertainties surrounding income tax law changes, 
shifts in operations between state taxing jurisdictions, 
and future operating income levels may, however, 
affect the ultimate realization of all or some portion of 
these deferred income tax assets. 

Discontinued Operations and Extraordinary Losses 
For the year ended December 31,1994, Sprint recog- 
nized $7 million of income associated with the settle- 
ment of matters related to a discontinued operation. 
During 1993, Sprint incurred a loss fiom discontinued 
operations of $12 million, net of income tax benefits. 
In 1993 and 1992, Sprint incurred extraordinary losses 
related to the early extinguishments of debt of $29 mil- 
lion and $16 million, respectively, net of related income 
tax benefits. 

Accounting Changes 
Effective January 1, 1993, Sprint changed its method 
of accounting for postretirement and postemploy- 
ment benefits by adopting Statements of Financial 
Accounting Standards (SFAS) No. 106 and No.112 and 
effected another accounting change. The cumulative 
effect of these changes in accounting principles 
reduced 1993 net income by $384 million. Effective 
January 1, 1992, Sprint also changed its method of 
accounting for income taxes by adopting SFAS No. 109. 
The cumulative effect of this change in accounting 
principle increased 1992 net income by $23 million. 

Inflation 
The effects of inflation on Sprint’s operations were not 
significant during 1994, 1993 or 1992. 



C O N S O L I D A T E D  STATEMENTS OF I N C O M E  

@ 
Iin millions ercept per share data) I994 I993 '992 1 
For the Years Ended December 31 

- 
Net Operating Revenues $12,661.8 51 1.367 8 S10.420.3 

Operating Expenses - 
Costs of services and products . . . . . . . . . . . . . . . . . . . . . . . . .  6,361.0 5.736.1 5,325.5 
Selling, general and administrative . . . . . . . . . . . . . . . . . . . . . . .  3,034.6 2,729.9 2.489.9 2 
Depreciation and amortization . . . . . .  . . . . . . . . . . . .  1,478.4 1,358.7 1,391.5 $ 
Merger, integration and restructuring costs . . . . . . . . . . .  

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,874.0 10.1 17.2 9,206.9 3 

a 

% - 292.5 - . . . . .  
9 
-. 

Operating Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,787.8 

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (398.0) 

Income from continuing operations before income taxes. . . . . . . . . . . . . . .  

Gain on divestiture of telephone properties . . . . . . . . . . . . . . . .  - 

Other expense, net. (7.7) 

Income tax provision, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (498.4) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

1,382.1 

Income from Continuing Operations. . . . . . . . . . . . . . . . . . . . . . . . . . .  883.7 

Discontinued operations, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7.0 
Extraordinary losses on early extinguishments of debt, net . . . . . . . . . . . . . . .  
Cumulative effect of changes in accounting principles, net 

- 
- . . . . . . . . . . . . . . .  

Netincome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  890.7 
Preferred stock dividends. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2.7) 
Earnings applicable to common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 888.0 - 
Earnings per Common Share 

Continuing operations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2.53 
Discontinued operations 0.02 
Extraordinary item - 
Cumulative effect of changes in accounting principles 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

- . . . . . . . . . . . . . . . .  

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2.55 - 
348.7 - Weighted average number of common shares 

1,250.6 1,2 13.4 
- 

(452.4) 
(22.3) 
775.9 

(295.3) 

480.6 

(12.3) 
(29.2) 

(384.21 
54.9 
(2.8) 

$ 52.1 - 

$ . 1.39 
(0.04) 
(0.08) 
(1.12) 

$ 0.15 - 
343.7 - 

81.1 
(511.1) 

(5.0) 
778.4 

(282.3) 

496.1 
- 

(16.0) 
22.7 

502.8 
(3.5) 

$ 499.3 

$ 1.46 
- 

(0.05) 
0.07 

5 1.48 - 
337.2 

See accompanying Notes to Consolidated Financial Statements 
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Segmental Results of Operations 
Long Distance Communications Services 

For the kars Ended 
DLY rmhrr 31 / in millions) I994 I993 I991 

l e t  operating rekenues 56,805.1 $6,139 2 55,658 2 
Operating expenses 

Interconnection 2,994.5 2,710 7 2,574 9 
Operations 925.4 857 7 759 8 
Selling, general and 

administrative 1,729.9 1,546 4 1.426 3 
Depreciation and 

amortization 550.5 523 5 5866 
Merger, integration and 

restructuring costs - - 45 9 --- 
Total operating expenses 6,200.3 5,684.2 5,347 6 

$ 604.8 S 455 O ” $  3106 Operating income 
8.9% 7 4%P 5 j0/, Operating margin 

$ 774.1 S 5294 $ 468 1 Capital expenditures 

--- --- --- 
Identifiable assets as of 

$4,538.1 54,193.1 $4,232.0 --- December 3 1 

“’Excluding the merger integration and restructuring costs of 
545.9 million. operating income and margin for 1993 would 
have been 9500.9 million and 8.2 percent, respectively. 

Sprint’s long distance division provides domestic and 
international voice, video, and data communications 
services. Rates charged by the division for its services 
are subject to different levels of state and federal 

in the data services market, which includes : 
consumer on-line services. 

Interconnection costs consist of amounts 
local exchange carriers, other domestic 5 

providers, and foreign telephone companies 
completion of calls made by the division’s cus 
Interconnection costs increased in 1994 an 
primarily as a result of traffic volume growth; h 
as a percentage of net operating revenues, i n  
nection costs decreased from 45.5 percent in 
44.2 percent and 44.0 percent in I993 and 1994, 
tively. These decreased percentages were prima 
to reductions in interconnection charges paid 
exchange companies, partially offset by increasc 
related to settlements on international revenues. 

Operations expense consists of costs related 
ating and maintaining the long distance networ 
of providing various services such as operator s 
public payphones, telecommunications services 
hearing impaired and video teleconferencii 
costs of data systems sales. Operations e 
increased $68 million in 1994 and $98 million i 
primarily due to expanded service offerings 
as providing services to new customers. Th 
increase was also impacted by a change in acc 

regulation, but are generally not rate-base 
regulated. 

Net operating revenues increased 1 I percent 
in 1994, following a 9 percent increase in 1993. 
Such increases were generally due to traffic 
volume growth of 11 percent and 8 percent, 
respectively. As a result of changes in product 
mix, average revenue per minute received from 
customers was relatively constant during 1994, 
1993 and 1992. The increases in net operating 
revenues and traffic volumes in both 1994 and 
1993 reflect ongoing growth in the interna- 
tional, business and residential markets. 
Growth in the international market during 
these periods reflects the division’s continuing 
efforts to target new geographic markets. The 
business market continued to experience growth in the 
“800” services market. This growth was sparked by the 
May 1993 arrival of “800 portability,” which enables 
customers to keep their advertised “800” numbers 
when changing long distance carriers. In 1994, rev- 
enue growth was also enhanced by solid performance 

method whereby circuit activity cc 
now being expensed when incurred (see 
of Notes to Consolidated Financial Sta 

a9 for additional information). Exclusiw 
effect of this accounting change, 1995 
tions expense increased $63 million. 

Selling, general and administrative ( 
expense increased $184 million and 5 1 
lion in 1994 and 1993, respectively, g 
reflecting the overall growth in the dr 
operating activities. As a percentagt 
operating revenues, these expensc 

92 93 94 remained at relatively stable levels, in1 
slightly to 25.4 percent in 1994 from 2 

was generally due to increased adv 
expenses resulting from the ongoing sales and 

cent in 1993 and 1992. In 1994, this 

ing efforts which are critical in the intensely c 
tive long distance marketplace. 

Depreciation and amortization in 1994 ir 
$ 2 7  million compared to 1993, genera 
to an increase in the asset base. Depreciat 



c 

amortization in 1993 decreased $63 million from 
1992. primarily due to the change in accounting for 
circuit activity costs, as described above. 

In the 1994 fourth quarter, the division broke its 
stnng of nine consecutive quarters of increased 
operating income. Fourth quarter 1994 oper- 

The local division consists principally of Sprint’s 
rate-regulated. local exchange telephone operations. 

Net operating revenues increased 7 percent in both 
1994 and 1993. Increased local service revenues 

reflect continued increases in the number of 
access lines served and growth in add-on 

ating income decreased S27 million from the 
I994 third quarter. This decline in operating 
income was primarily dnven by lower revenue 
yields and seasonally lower volumes in the busi- 
ness market. Fourth quarter net operating rev- 
enues also reflect intensified competition in the 
residential marketplace. The reduction in net 
operating revenues was partially offset by lower 
expense levels, which included revised esti- 
mates related to employee benefit and operating 
tax expenses. The division has implemented 
various actions to address this decline, includ- 
ing selective pricing actions, product introduc- 
tions, marketing initiatives, and process and 

4.1 

services, such as custom calling features. The 
division experienced a 4.8 percent growth in 
access lines during both 1994 and 1993. 

il” percmm 

4.8 4.a 

Network access revenues. derived from 
interexchange long distance carners’ use of the 
local network to complete calls. increased 
dunng 1994 and 1993 as a result of increased 
traffic volumes, partially offset by periodic 
reductions in network access rates charged. 
Also affecting the 1993 increase were addi- 
tional revenues resulting from the recognition 

productivity improvements. The division’s return to pre- 
vious operating levels will depend upon the success of 
marketing efforts and the ability to maintain pricing 
strategies and gain market share in the intensely com- 
petitive long distance marketplace. A continued focus 
on cost containment and technology improvements 
should also contribute to improved results. 

92 93 94 of a portion of the merger, integration and 
restructuring costs for regulatory purposes in 

e certain jurisdictions. Toll service revenues, 

Local Communications Services 

For h e  Years Ended 
December 31 (In mrllronsl I994 I993 I991 

Net operating revenues 
Local service $1,7523 $1,624.3 $1,507 4 
Network access 1,598.4 1,530.4 1,425.8 
Toll service. . . . . . . . . . .  
Other. . . . . . . . . . . . . .  

Total net operating revenues 
Operating expenses 

Plant operations . . . . . . .  
Depreciation and 

amortization. . . . . . . . .  
Customeroperations . . . .  
Other. . . . . . . . . . . . . . .  
Merger and integration 

costs . . . . . . . . . . . .  

Total operating expenses . . 

529.3 505.3 481.5 
532.8 466.0 441.5 

4,412.8 4,126.0 3,862.2 

1,2983 1,206.7 1,165.6 

--- 
--- 

794.6 733.0 720.0 
549.3 532.4 473.7 
748.7 700.1 663.3 

- - 190.1 --- 
3,390.9 3,362.3 3,022.6 --- 

m 1 . 9  !$ 763.7”’$ 8396 

$ 914.2 9 845 3 S 839.4 

--- Operating income 
Operating margin 
Capital expenditures 

23.2% 18 5%“’ 21 7% --- --- 
Identifiable assets as of 
December 3 1 $7,821.3 57,604.0 $7,242.2 --- 
(‘)Excluding the merger and integration costs of %I 90. I million, 

operating income and margin for 1993 would have been 
$953.8 million and 23.1 percent, respectively. 

related to the provision of long distance services 
within specified geographical areas and the reselling of 
interexchange long distance services, increased 5 per- 
cent and 4 percent in 1994 and 1993, respectively. Other 
revenues, including revenues from directory publishing 
fees, billing and collection services. and sales of 
telecommunications equipment, increased in 1 994 and 
1993 generally due to growth in equipment sales. 

Plant operations expense includes network opera- 
tions costs; repair and maintenance costs of property, 
plant and equipment; and other costs associated with 
the provision of local exchange services. The 8 percent 
and 4 percent increases in such costs in 1994 and 
1993, respectively, were primarily related to increases 
in the costs of providing services resulting from access 
line growth. Additionally, certain states have imple- 
mented revised toll plans requiring payment of access 
charges for calls terminating in the service areas of 
other local exchange carriers, resulting in increased 
plant operations expense. Increased expenditures 
related to switching system software associated with 
advanced calling features also contributed to the 
higher level of plant operations expense in 1994. 

Depreciation and amortization expense increased 
$62 million in 1994. following a $13 million increase 
in 1993. These increases include the effects of  
depreciation rate changes, special short-term amortiza- 
tions and nonrecurring charges approved by state regu- 
latory commissions of $26 million and $7 million in 
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losses of these minority investments is 
included in “Other expense,  net” in the 
Consolidated Statements of Income. 

The increases in net operating revenues 
during 1994 and 1993 resulted principally 
from the growth in the number of cellular sub- 
scribers, which increased 59 percent in 1994 

1994 and 1993, respectively. The remaining increases 
generally reflect plant additions. 

Customer operations expense includes costs associ- 
ated with business office operations and billing 
services. marketing costs, and expenses related to 
providing operator and directory assistance and other 
customer services. These costs increased 3 percent and 
I2 percent in 1994 and 1993, respectively. The 1993 
increase was primarily due to increased marketing 
costs and increased systems development costs 
incurred to enhance the division’s billing processes. 

Other operating expense increased $49 million and 
S37 million in 1994 and 1993, respectively, primarily due 
to costs associated with the growth in equipment sales. 

The 1993 increases in plant operations, customer 
operations and other operating expenses also reflect 
the impact of the increased postretirement benefits 
cost of approximately $38 million recognized as a 
result of the adoption of SFAS No. 106, “Employers’ 
Accounting for Postretirement Benefits Other Than 
Pensions.” The amounts of such benefits were gener- 
ally consistent between 1993 and 1994. 

Consistent with most local exchange carriers 
(LECs), the division accounts for the economic effects 
of regulation pursuant to SFAS No. 71, “Accounting 
for the Effects of Certain Types of Regulation.” The 
application of SFAS No. 71 requires the accounting 
recognition of the rate actions of regulators where 
appropriate, including the recognition of depreciation 
and amortization based on estimated useful lives pre- 

SFAS No. 71, Sprint would eliminate from its finan- 
cial statements the effects of any actions of regulators 
that had been recognized as assets and liabilities. The 
resulting material noncash charge would be recorded 
as an extraordinary item. See Note 8 of Notes to 
Consolidated Financial Statements for information 
regarding the primary components and estimated 
amounts of regulatory assets and liabilities as of 
December 3 1 ,  1994. 

Cellular and Wireless Communications Services 

For the Years Ended 
December 31. fin millions) 1994 I993 I992 

Net operating revenues. . . . $ 701.8 S 364.0 9 322.2 
Operating expenses 

Cost of services and 

Selling, general and 

Depreciation and 

Merger and integration 

products. . . . . , . . 233.2 154.9 I 18.3 

administrative. , . . . . . 290.6 209.9 154.6 

amortization. . . . . . . . . 92.4 75.0 52.1 
- - 3.2 - 

Total operating expenses. . 616.2 443.0 325.0 
Operatingincome (loss). . S 85.6 4 21.0‘” $ (2.8) 
Operating margin. . . . . . . . 12.2% 4.5%[” - 
Capital expenditures . . . . . $ 264.3 S 164.9 S 123.8 

--- costs . . . . . . . . . . . . 

--- 
Identifiable assets as of 
December 3 1 $1,728.0 $1,504.3 51.489.4 --- 
( I )  Excluding the merger and integration costs of $3.2 million, 

operating income and margin for  1993 would have been 
$24.2 million and S.2 percent, respectively. 

In addition to activities comprising the 
above operating results, Sprint’s cellular and 
wireless division also owns minority interests 

scribed by regulatory commissions rather than 
those that might be utilized by non-regulated 
enterprises. Sprint currently believes the divi- 
sion’s rate-regulated operations meet the crite- 
ria for the cont inued application of  the 
provisions of SFAS No. 71. However, the 
division operates in an evolving environment 
in which the regulatory fiamework is changing 
and the level and types of competition are 
increasing. Accordingly, Sprint constantly 
monitors and evaluates the ongoing applicabil- 
ity of SFAS No. 7 1 by assessing the likelihood 
that prices which provide for the recovery of 
specific costs can continue to be charged to 
customers. In the event Sprint determines that 
the division’s rate-regulated operations no penetration. Future growth rates for net operating rev- 

enues and the number of cellular subscribers will be longer qualify for the application of the provisions of 



dependent on price levels and the quality of service in 
the competitive cellular marketplace as well as the 
impacts of emerging competition such as PCS. 

Excluding the costs and revenues related to equip- 
ment sales, costs of services and products declined 
to 24.2 percent of net operating revenues in 1994 from 
26.3 percent in 1993 and 29.7 percent in 1992, gener- 
ally reflecting economies of scale gained from serving 
additioaal subscribers. The increases in selling, gen- 
eral and administrative expense for 1994 and 1993 
resulted principally from increased commissions and 
customer service expenses, as well as increased adver- 
tising costs related to the growth in the number 
of cellular subscribers. Despite the increases in the 
amount of SG&A expense, such costs as a percentage 
of net operating revenues (excluding revenues from 
equipment sales) declined to 45.0 percent in 1994 
from 49.2 percent in 1993 and 52.3 percent in 1992. 
These improvements resulted primarily from additional 
economies realized from providing service and support 
to a larger customer base. These economies contributed 
to a 3 percent decline in the total per unit cost to acquire 
customers (including costs of equipment sales) from 
1993 to 1994. Depreciation and amortization increased 
during both 1994 and 1993 as additional investments in 
property, plant and equipment were required to meet 
the growth in the number of cellular subscribers. 

Product Distribution and Directory Publishing 
For rite tears Ended 
Decemher 31 /in ntr l l ron~~ I994 1993 I991 

Net operating recenues %1,108.7 S945 2 S862 9 
Operating expenses 

Cost of services and 

Selling, general and 

Depreciation and 

Merger and integration 

products 938.2 801 0 7 1 7 8  

administrative 88.1 7 4 6  71 7 

amortization 6.9 5 4  7 4  

costs - - 2 5  ~ - -  
Total operating expenses 1,033.2 E E 

S 75.5 S 61 1 S 6 6 0  

$ 6.7 S 90 S 5 8  

--- Operating income 
Operating margin 
Capital expenditures 

6.8% 6 5% 7 6’0 --- --- 
Identifiable assets as of 

% 376.2 5341.8 S306.7 

‘ ‘1 E.rc1uding the merger and integration costs of’S2.5 million. 
operating income and margin for  1993 would have been 
554.2 million and 6.8 percent, respectively. 

North Supply, a wholesale distributor of telecom- 
munications products, had I994 net operating revenues 
of $829 million, compared to S677 million in 1993 
and $594 million in 1992. The increases primarily 
reflect additional nonaffiliated contracts and increased 
sales to the local division, partially as a result of sales 
to the merged Centel telephone operations. As a percent- 
age of net operating revenues, operating expenses for 
1994, 1993 and 1992 were 95.4 percent, 96.5 percent 
and 95.2 percent, respectively. 

Sprint Publishing & Advertising, a publisher and 
marketer of telephone directories, had net operating 
revenues of $280 million in 1994 compared with 1993 
and 1992 net operating revenues of $268 million and 
$257 million, respectively. As a percentage of net 
operating revenues, operating expenses for 1994, 1993 
and 1992 were 86.6 percent. 84.9 percent and 82.6 per- 
cent, respectively. 

--- December 3 1 



C O N S O L I D A T E D  B A L A N C E  SHEETS 

@ 4s o/ December 3 1  
irn millions/ I994 

Assets 
2 Current assets - 
-r Cash and equicalents S 123.3 

4ccounts receivable, net of allowance for doubtful 

Investment in equity secunties - 
h -? 
3 accounts of 5128 9 million ($121 9 million in 1993) 1,469.8 

Incentones 215.8 
Deferred income taxes 54.2 
Prepaid expenses 144.5 

- 
- 
i 

e - 
A a Other 

Total current assets 
180.9 

2,188.5 

Investments in equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . .  177.6 
Property, plant and equipment 

Long distance communications services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,056.3 
Local communications services. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,827.4 
Cellular and wireless communications services . . .  818.5 
Other. . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  498.6 

. . . . . . . . . . . . . . . . . . . . .  

Less accumulated depreciation 

Cellular minority partnership interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Excess of cost over net assets acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Otherassets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I993 

S 76.8 

1,230.6 
130.2 
182.3 
81.1 

120.7 
156.1 

1,977.8 

173.1 

5,492.7 
11,226.4 

569.6 
433.7 

19,200.8 
8,322.2 

10,878.6 
301.7 
706.7 
683.2 

$14.936.3 

17,722.4 
7,407.6 

10,314.8 
284.9 
739.5 
658.8 

$14.148.9 

Liabilities and Shareholders’ Equity 
Current liabilities 

Current maturities of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accrued interconnection costs. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Accrued taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Advance billings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

$ 332.4 
1,072.2 

527.6 
268.5 
167.6 
686.3 

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,054.6 

Long-term debt. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,604.8 
Deferred credits and other liabilities 

Deferred income taxes and investment tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,259.0 
Postretirement and other benefit obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  850.3 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  605.7 

2,715.0 

Redeemable preferred stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  37.1 
Common stock and other shareholders’ equity 

Common stock, par value $2.50 per share, authorized 500.0 million shares, issued 348.6 million 
(343.4 million in 1993), and outstanding 348.3 million (343.4 million in 1993) . . . . . . . .  871.4 

Capital in excess of par or stated value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  942.9 

Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (20.4) 
4,524.8 

$14,936.3 

Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,730.9 

S 523.4 
875.2 
537.7 
307.2 
150.6 
674.5 

3,068.6 

4,571.0 

1,229.9 
793.1 
529.4 

2,552.4 

38.6 

858.5 
827.4 

2.184.2 
48.2 

3,918.3 

$14.148.9 

See accompanying :Votes to Consolidated Financial Statements. 



I _ -  

I :  
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Financial Condition 
Sprint’s consolidated assets totaled S 14.94 billion at 
December 3 I, 1994 compared to S 14.15 billion at 
December 3 I .  1993. Accounts receivable increased 
5139 million as of December 31, 1994 com- 
pared to December 3 1, 1993 generally due to 

facilities or may be reduced through free cash flows. 
External cash requirements will be financed primarily 
with debt, the source of which will depend upon pre- 
vailing market conditions during the year. 

As discussed in “Strategic Developments,” 
in October 1994 Sprint entered into a joint 

an I 1  percent increase in consolidated net 
operating revenues and the timing of sales 
activities and cash collections. This increase 
did not have a significant impact on Sprint’s 
aging of accounts receivable. Property, plant 
and equipment, net of accumulated deprecia- 
tion. increased 5564 million from 1993 to 
1994. This increase was primarily a result of 
increased capital expenditures to enhance and 
upgrade Sprint’s networks to expand service 
capabilities and increase productivity. The 
S I30 million investment in equity securities 
classified as a current asset as of December 3 I ,  
1993 was sold during 1994. Current maturities 

venture with certain cable companies to pro- 
vide wireless communications services to con- 
sumers and businesses on a broad geographic 
basis within the United States. The joint venture 
is bidding on certain PCS licenses currently 
being auctioned by the FCC. The results of this 
auction, which is anticipated to conclude 
during the 1995 first quarter, will likely cause 
the joint venture, and ultimately its partners, 
to  incur significant cash commitments.  

92 93 94 Additionally in 1995, Sprint will incur cash 
Amounts uclud. commitments associated with the continued 
lccounnnl chwnllr* development of the joint venture’s infrastruc- 

0 ture and presence in the communications 

!in prrcmu 

57.7 
5 4 5  

50.3 

chceffmd 

Liquidity and Capital Resources 
Sprint anticipates cash flows from operating 
activities to be sufficient to fund dividends and 
capital expenditures during 1995. Sprint cur- 
rently expects 1995 capital expenditures to be 
approximately $2.1 billion, excluding cash 
commitments associated with joint ventures. 
Sprint expects its external cash requirements 
for 1995 to be approximately 5550 million to 
S650 million, which is generally required to 
repay scheduled long-term debt maturities and 
to refinance notes payable and commercial 
paper. Long-term debt outstanding as of 

activities. A portion of the cash proceeds from 
the anticipated investment in Sprint by Deutsche 

(m dollars/ 

$i l l s  
$I 1.60 Telekom and France Telecom would be used to 

ultimately fund commitments associated with 
joint venture activities. 

At year-end 1994, Sprint had the ability to 
borrow $525 million under a revolving credit 
agreement with a syndicate of domestic and 
international banks and other bank commit- 
ments. Other available financing sources 

92 93 94 include a Medium-Term Note program, under 
Amounts exdud. which Sprint may offer for sale up to S 175 mil- 

accounungchmges. lion of unsecured senior debt securities. 
Additionally, pursuant to shelf registration 

thcetleccd 

December 31, 1994 includes $1.08 billion of notes 
payable and commercial paper. Such amounts which 
are not refinanced through the issuance of long-term 
debt will continue to be financed under existing credit 

statements filed with the Securities and Exchange 
Commission, up to $1.2 billion of debt securities 
could be offered for sale as of December 3 1, 1994. In 
January 1995, $70 million of such debt securities 



R E V I E W  OF F I N A N C I A L  P O S I T I O N ,  L I Q U I D I T Y  A N D  C A P I T A L  R E S O U R C E S  c o n w e d  

183 

1 1 3  

I 

under shelf registration statements were issued in 
order to reduce commercial paper outstanding. 

The aggregate amount of additional borrowings 
which can be incurred is ultimately limited by certain 
covenants contained in existing debt agree- 
ments. As of December 31, 1994, Sprint had 

and utilizes simulation analysis to manage interest rate 
risk. Sprint takes an active stance in modifying hedge 
positions to benefit from the value of timing flexibility 
and fixed-rateifloating-rate adjustments. 

Foreign Exchange Risk Management 

cash flows and stabilizing accounting results. 
Sprint does not hedge translation exposure 
because it believes that optimizing consoli- 
dated cash flows will, over time, maintain 
shareholder value. Sprint’s primary transaction 
exposure in foreign currencies results from 
changes in foreign exchange rates between 
the dates Sprint incurs and settles liabilities 

borrowing capacity of approximately $4.1 bil- 
lion under the most restrictive of its debt 
covenants. 

General Hedging Policies 
Sprint, on a limited basis, utilizes certain 
derivative financial instruments in an effort to 
manage exposure to interest rate risk and for- 
eign exchange risk. Sprint’s utilization of such 
derivative financial instruments related to 
hedgmg activities is generally limited to interest 
rate swap agreements and forward contracts 
and options in foreign currencies. Sprint will 
in no circumstance take speculative positions 
and create an exposure to benefit from market fluctua- 
tions. All hedging activity is in accordance with 
board-approved policies. Any potential loss or expo- 
sure related to Sprint’s use of derivative instruments is 
immaterial to its overall operations, financial condition 
and liquidity. See Note IO of Notes to Consolidated 
Financial Statements for more information related to 
Sprint’s portfolio of derivative instruments. 

Interest Rate Risk Management 
Sprint’s interest rate risk management program focuses 
on minimizing vulnerability of net income to move- 
ments in interest rates, setting an optimal mixture of 
floating-rate and fixed-rate debt in the liability portfolio 
and preventing liquidity risk. Sprint primarily employs 
a gap methodology to measure interest rate exposure 

Impact of Recently Issued Accounting 
Pronouncements 
The American Institute of Certified Public Accountants 
has issued a Statement of Position, “Reporting on 
Advertising Costs,” which provides guidance on finan- 
cial reporting of advertising costs in annual financial 
statements. The statement requires reporting the costs 
of all advertising as expenses in the periods in which 
the costs are incurred or the first time the advertising 
takes place unless certain criteria for deferral are met. 
The statement is effective for financial statements 
for years beginning after June 15, 1994. Management 
believes that Sprint’s current practice of expensing 
advertising costs as incurred meets the requirements 
of the statement. 
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C O N S O L I D A T E D  STATEMENTS O F  C A S H  F L O W S  

@ For the Years Ended December 31,  
/in m i l h n s J  I994 I993 I991 

Operating Activities 
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Adjustments to reconcile net income to net cash provided 
by operating activities 

Depreciation and amortization. . . . . . . . . . . . . . .  

Deferred income taxes and investment tax credits . . . . . . . . .  

Gain on sale of investment in equity securities. . . . . . . . .  

Gain on divestiture of telephone properties . . . . . . . . . . .  

Extraordinary losses on early extinguishments of debt . . . . . .  

Changes in operating assets and liabilities 
Cumulative effect of changes in accounting principles . . . . . . .  

Accounts receivable, net. . . . . . . . . . . . . . . . . . .  

Inventories and other current assets . . . . . . . . . . . . . . . . .  

Accounts payable, accrued expenses and other current liabilities 
Noncurrent assets and liabilities, net . . . . . . . . . . . . . . . . . .  

$ 890.7 

1,478.4 
74.6 

(34.7) 

(239.2) 
(84.5) 
197.8 
134.3 

a 
1,358.7 1,391.5 2 

(34.5) 3.0 5 
- (81.1) $ 

20.4 14.2 $ 

3 
5 - - 

384.2 (22.7) 

(185.8) 257.8 
(42.7) (13.9) 
362.0 126.8 
135.1 152.3 

Other, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  54.6 60. I (80. I) 
Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,472.0 2,112.4 2,250.6 

Investing Activities 

Proceeds from sale of investment in equity securities . . . . . . . . . . . . . . . . . .  117.7 

Acquisition of Limited Partnership minority interest . . . . . . . . . . . . . . . . . . . .  - - ( 250.0) 

Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,015.9) (1394.7) (1,466.2) 

Equity investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (49.2) 9.0 (1.7) 

Proceeds from divestiture of telephone properties . . . . . . . . . . . . . . . . . . . . .  - - 114.0 

- - 

Other, net . . . . . . . . . . . . . . . . . . .  

Net cash used by investing activities . . . .  

Financing Activities 
Proceeds from long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Retirements of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Net increase in notes payable and commercial paper . . . . . . . . . . . . . . . . . . . .  
Payment of note payable to minority partner. . . . . . . . . . . . . . . . . . . . . . . . . .  
Proceeds from common stock issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Proceeds from employees stock purchase installments . . . . . . . . . . . . . . . . . . .  
Dividends paid. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other,net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Net cash used by financing activities 

. .  

(34.5) 17.3 26.0 
(1,981.9) (1,568.4) (1377.9) 

107.9 
(597.0) 
321.5 

42.7 
33.1 

(349.4) 
(2.4) 

- 

840.4 
( I  ,589.0) 

393.5 

70.8 
28.3 

(347.1) 
7. I 

- 

(443.6) (596.0) 

951.2 
(1.257.4) 

147.0 
(280.0) 

51.6 
13.2 

(300.1) 
4.7 

(669.8) 

Increase (Decrease) in Cash and Equivalents. . . . . . . . . . . . . . . . . . . . . .  46.5 (52.0) 2.9 

Cash and Equivalents at Beginning ofYear . . . . . . . . . . . . . . . . . . . . . . .  76.8 128.8 125.9 

Cash and Equivalents at End ofYear . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 123.3 $ 76.8 $ 128.8 - - - 
Supplemental Cash Flows Information 
Cash paid for interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 418.1 $ 453.6 $ 507.5 
Cash paid for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 435.1 $ 292.4 $ 269.0 

Common stock contnbuted to employee savings plans, at market . . . . . . . . . . .  $ 31.0 $ 39.0 $ 28.0 
Noncash Financing Activities 

See accompanying Notes to Consolidated Financial Statements. 
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Cash Flows - Operating Activities 
Cash flows from operating activities, which are 
Sprint's primary source of liquidity, were $2.47 billion, 

funding requirements associated with a joint venture's 
participation in the PCS auction conducted by the FCC. 
Investing activities in 1992 included $250 million paid 

S2.I I billion and 52.25 billion in 1994, 1993 
and 1992. respectively. Operating cash flows 
for 1994 and 1993 reflect improved operating 
results. partially offset by expenditures related 
to the 1993 merger, integration and restructur- 
ing actions of $86 million and $155 million for 
1994 and 1993, respectively. The 1992 operat- 
ing cash flows include proceeds of $300 mil- 
lion from the sale of accounts receivable 
within the long distance division. 

Cash Flows - investing Activities 
Sprint's investing activities used cash of 
S 1.98 billion, 9 1.57 billion and $1.58 billion 
in 1994, 1993 and 1992, respectively. Capital 
expenditures, which represent Sprint's most 

in connection uith Spnnt's 5530 million acqui- 
sition of the remaining 19 9 percent interest 

sal 1 2 4  
SI ,950.6 

lion from the sale of certain local telephone 
properties. 

Cash Flows - Financing Activities 
Sprint's financing activities used cash of 
$444 million, $596 million and 9670 million 
in 1994, 1993 and 1992. respectively. Improved 
operating cash flows during each year, together 

Amoun~br,w2uc,ud~ tional accounts receivable and from the 
I3Oo m"'ion Irom divestiture of certain local telephone proper- 

ties, allowed Sprint to fund capital expendi- 
d e  of accounu recemb(e. 

significant investing activity, were $2.02 billion, 
$ 1.59 billion and $1.47 billion in 1994, 1993 and 1992, 

tures and dividends internally and to reduce total debt 
outstanding during each year. In addition, the $280 mil- 

respectively. 
Long distance capital expenditures were 

incurred each year primarily to increase the 
network capacity and to enhance network reli- 
ability and capabilities for providing new prod- 
ucts and services. Capital expenditures for the 
local division were made to accommodate 
access line growth, to continue the conversion 
to digital technologies, and to expand the 
division's capabilities for providing enhanced 
telecommunications services. The increases in 
1994 and 1993 capital expenditures for the 
cellular and wireless division reflect the signif- 
icant increases in the number of cellular sub- 
scribers served during such years. 

Investing activities for 1994 also include 
S 1 I8 million received in connection with the 

lion note issued to the seller in connection with the 
acquisition of the remaining interest in the 
Limited Partnership was paid in 1992. 

During 1993 and 1992, a significant level of 
debt refinancing occurred in order to take 

/dollars in mzlhonc) 

Sa3653 

SI  ,9416 
s 1,7663 

advantage of lower interest rates. Accordingly, 
a majority of the proceeds from long-term 
borrowings in 1993 was used to finance the 
redemption prior to scheduled maturities of 
$1.24 billion of debt. During 1992, Sprint refi- 
nanced $720 million of long-term debt and 
borrowed $250 million to finance the payment 
related to the acquisition of the remaining 
19.9 percent interest in the Limited Partnership. 

92 93 94 Sprint paid dividends to common and pre- 
fened shareholders of $349 million, $347 mil- . lion and $300 million in 1994, 1993 and 1992, 

sale of an investment in equity securities. Additionally, 
Sprint made investments of $49 million in connection 
with several joint ventures, which included initial 

respectively. Sprint's indicated annual dividend rate on 
common stock is currently $1 .OO per share. 



C O N S O L I D A T E D  S T A T E M E N T S  OF C O M M O N  S T O C K  
A N D  O T H E R  SHAREHOLDERS’  E Q U I T Y  

For rhe Yrurs Ended 
Drcrmber 1 I .  I Y94. 
1993 irnd 1992 

Cqpiul 

in Excess 
Common d h r o r  Retained 

‘J 
/ in  millions/ Stock Stated Wue Earnings Other Total 

Balance as of January I ,  I992 - 
(334 8 million shares issued 
and outstanding) $8369 95403 $2,248 1 9(531) 93.671 9 $ 

Yet income - - 502 8 - 5028 $ 
Common stock dividends - - (296 6) - (2966) L 
Preferred stock dividends - - (3 5 )  - ( 3 5 )  f 
Employee stock purchase and other - 

- 

installments received net - - - 15 5 15 5 
Common stock issued . . . . . . . . . . . . . . . . .  
Other, net. . . . . . . . . .  . . . . . .  

Balance as of December 3 I ,  I992 
(338.9 million shares issued 
and outstanding) . . . . . . . . . . . . . . . . . . . .  

Net income . . . . . . . . .  . . . . . . . . .  

Common stock dividends. . . . . . . . . . . . . . . . . . . .  

Preferred stock dividends. . . . . . . . . . . . . . . . . . . . . . .  

Employee stock purchase and other 
installments received, net . . . . . . . . . . . . . . . . . . .  

Common stock issued . . . . . . . . . . . . . . . . . . .  

Change in unrealized holding gains on 
investments in equity securities, net . . . . . . . . . . . . .  

Other, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Balance as of December 3 I, I993 
(343.4 million shares issued 
and outstanding) . . . . . . . . . . . . . . . . . . . . . . . .  

Netincome . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Common stock dividends. . . . . . . . . . . . . . . . . . . . . . .  

Preferred stock dividends. . . . . . . . . . . . . . . . . . . . . . .  

Employee stock purchase and other 
installments received, net . . . . . . . . . . . . . . . . . . . .  

Common stock issued . . . . . . . . . . . . . . . . . . . . . . . . .  
Change in unrealized holding gains on 

investments in equity securities, net . . . . . . . . . . . . .  
Other, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Balance as of December 3 I ,  I994 
(348.6 million shares issued and 348.3 million 
shares outstanding) . . . . . . . . . . . . . . . . . . . .  

(6.5) 77 I 
4.4 (0.3) 

- 73.7 9.9 
0.3 3.5 0.9 - - - 

(44.7) 
- 

3,971.6 
54.9 

(324.5) 
(2.8) 

847.1 
- 
- 
- 

717.5 2,45 1.7 
- 54.9 
- (324.5) 

(2.8) - 

30.8 
107.0 

30.8 
(2.4) 

- 
11.0 

64.8 
(0.3) 

64.8 
16.5 

- - 
11.5 4.9 

- 

0.4 

2,184.2 
890.7 

(346.7) 
(2.7) 

3,918.3 
890.7 

(346.7) 
(2.7) 

827.4 
- 
- 
- 

15.0 
71.3 

15.0 
(53.4) 

- 
12.8 

- 
111.9 

(20.5) 
(9.7) 

(20.5) 
(0.6) 

- 
3.6 - 

- 
5.4 

- 
0.1 

$2,730.9 - S(20.4) - $4.524.8 $87 1.4 - $942.9 

See accompanving Notes to Consolidated Financial Statements. 
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N O T E S  TO CONSOLIDATED F I N A N C I A L  STATEMENTS 

I .  Summary of Significant Accounting Policies 
This summary of significant accounting policies of Sprint 
Corporation is presented to assist in understanding the 
accompanying consolidated financial statements. 

Basis of Consolidation and Presentation 
The accompanying consolidated financial statements 
include the accounts of Sprint Corporation and its 
wholly-owned and majority-owned subsidiaries 
(Sprint). Investments in less than 50 percent-owned 
partnerships or joint ventures are accounted for using 
the equity method. 

In accordance with industry practice, revenues 
and related net income of non-regulated operations 
attributable to transactions with Sprint’s rate-regulated 
telephone companies have not been eliminated in the 
accompanying consolidated financial statements. 
Intercompany revenues of such entities amounted to 
S285 million, S22.5 million and $194 million in 1994, 
1993 and 1992, respectively. 

All other significant intercompany transactions 
have been eliminated. 

Certain amounts previously reported for prior peri- 
ods have been reclassified to conform to the current 
period presentation in the accompanying consolidated 
financial statements. Such reclassifications had no 
effect on the results of operations or shareholders’ 
equity as previously reported. 

Classification of Operations 
The long distance communications services division 
provides domestic voice and data communications 
services across certain specified geographical bound- 
aries, as well as international long distance communica- 
tions services. Rates charged for such services sold to 
the public are subject to different levels of state and 
federal regulation, but are generally not subject to 
rate-base regulation. 

The local communications services division consists 
principally of the operations of Sprint’s rate-regulated 
telephone companies. These operations provide local 
exchange services, access by telephone customers and 
other carriers to local exchange facilities and long 
distance services within specified geographical areas. 

The cellular and wireless communications services 
division consists of wholly-owned and majority-owned 
interests in partnerships and corporations operating 
cellular and wireless communications properties in 
various metropolitan and rural service area markets. 

The product distribution and directory publishing 
businesses include the wholesale distribution of tele- 
communications products and the publishing and mar- 
keting of white and yellow page telephone directories. 

Revenue Recognition 
Operating revenues for the long distance, local and 
cellular and wireless communications services divi- 
sions are recognized as communications services are 
rendered. Operating revenues for the long distance 
communications services division are recorded net of 
an estimate for uncollectible accounts. Operating rev- 
enues for Sprint’s product distribution business are 
recognized upon delivery of products to customers. 

Regulated Operations 
Sprint’s rate-regulated telephone companies account 
for the economic effects of regulation pursuant to 
Statement of Financial Accounting Standards (SFAS) 
No. 7 1, “Accounting for the Effects of Certain Types of 
Regulation,” which requires the accounting recognition 
of the rate actions of regulators where appropriate. 
Such actions can provide reasonable assurance of the 
existence of an asset, reduce or eliminate the value of 
an asset, or impose a liability on a regulated enterprise. 

Cash and Equivalents 
Cash equivalents generally include highly liquid invest- 
ments with original maturities of three months or less 
and are stated at cost, which approximates market value. 

As part of its cash management program, Sprint 
utilizes controlled disbursement banking arrange- 
ments. As of December 31, 1994 and 1993, outstand- 
ing checks in excess of cash balances of $ I74 million 
and $166 million, respectively, are included in 
accounts payable. Sprint had sufficient funds available 
to fund these outstanding checks when they were pre- 
sented for payment. 

Investments in Equity Securities 
Investments in equity securities are classified as avail- 
able for sale and are reported at fair value (estimated 
based on quoted market prices) as of December 3 I ,  
1994 and 1993. As of December 31, 1994 and 1993, 
the cost of such investments was $109 million and 
$202 million, respectively, with the gross unrealized 
holding gains of $69 million and $101 million, respec- 
tively, reflected as an addition to other shareholders’ 
equity, net of related income taxes. 
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During 1994, Sprint sold an investment in equity 
securities. realizing a gain of $35 million. 

Inventories 
Inventories, consisting principally of those related to 
Sprint’s product distribution business, are stated at 
the lower of cost (principally first-in, first-out method) 
or market. 

Property, Plant and Equipment 
Property, plant and equipment are recorded at cost. 
Generally, ordinary asset retirements and disposals are 
charged against accumulated depreciation with no 
gain or loss recognized. Repairs and maintenance 
costs are expensed as incurred. 

Effective January I ,  1993, Sprint’s long distance 
communications services division changed its method 
of accounting for certain costs related to connecting 
new customers to its network. The change was made 
to conform Sprint’s accounting to the predominant 
industry practice for such costs. Under the new 
method, such costs (which were previously capital- 
ized) are being expensed when incurred. The resulting 
nonrecurring, noncash charge of $32 million ($0.09 
per share), net of related income tax benefits, is 
reflected in the 1993 consolidated statement of income 
as a cumulative effect of change in accounting princi- 
ple. The proforma impact of retroactive application of 
the change would not have been material to net 
income or earnings per share for 1992, and the impact 
of the change on Sprint’s 1993 operating expenses was 
not significant. 

Depreciation 
The cost of property, plant and equipment is depreci- 
ated generally on a straight-line basis over the esti- 
mated useful lives (such lives related to regulated 
property, plant and equipment are those prescribed by 
regulatory commissions). Depreciation rate changes, 
special short-term amortizations and nonrecurring 
charges approved by regulatory commissions for the 
rate-regulated telephone companies resulted in addi- 
tional depreciation totaling $26 million; $7 million 
and $46 million in 1994, 1993 and 1992, respectively. 
After the related effects on revenues and income taxes, 
these items reduced income from continuing opera- 
tions for 1994, 1993 and 1992 by approximately 
$14 million, $4 million and $24 million, respectively. 

Cellular Minority Partnership Investments 
Cellular minority partnership investments include the 
excess of the purchase price over the underlying book 
value of cellular communications partnerships 
of $ I95 million and $20 I million as of December 3 1, 
1994 and 1993, respectively. Such excess is being 
amortized on a straight-line basis over 40 years; 
accumulated amortization aggregated 535 million 
and $29 million as of December 31, 1994 and 1993, 
respectively. 
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The excess of the purchase price over the fair value of 
net assets acquired principally related to cellular com- 
munications services properties, is being amortized on 
a straight-line basis over 40 years. Accumulated amor- 
tization aggregated $132 million and $1 12 million as 
of December 3 I ,  1994 and 1993, respectively. 

Income Taxes 
Deferred income taxes are provided for certain tempo- 
rary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes 
and the amounts used for tax purposes. 

Investment tax credits related to regulated tele- 
phone property, plant and equipment have been 
deferred and are being amortized over the estimated 
useful lives of the related assets. 

Interest Charged to Construction 
Regulatory commissions allow the rate-regulated 
telephone companies to capitalize an allowance for 
funds expended during construction. Amounts capital- 
ized will be recovered over the service lives of the 
respective assets constructed as the resulting higher 
depreciation is recovered through increased revenues. 
Interest costs associated with the construction of 
capital assets for Sprint’s other operations are capital- 
ized in accordance with SFAS No. 34, “Capitalization 
of Interest Costs.” Total amounts capitalized during 
1994, 1993 and 1992 were $9 million, $8 million and 
$1 1 million, respectively. 

Earnings Per Share 
Earnings per common share amounts are based on the 
weighted average number of shares both outstanding 
and issuable assuming exercise of all dilutive options, 
as applicable. 
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2. Employee Benefit Plans 
Defined Benefit Pension Plan 
Substantially all Sprint employees are covered by a 
noncontributory defined benefit pension pian. For par- 
ticipants of the pian represented by collective bargain- 
ing units, benefits are based upon schedules of defined 
amounts as negotiated by the respective parties. For 
participants not covered by collective bargaining 
agreements, the plan provides pension benefits based 
upon years of service and participants’ compensation. 

Sprint’s policy is to make contributions to the plan 
each year equal to an actuarially determined amount 
consistent with applicable federal tax regulations. The 
finding objective is to accumulate funds at a relatively 
stable rate over the participants’ working lives so that 
benefits  are fully funded at retirement.  As of 
December 3 1, 1994, the plan‘s assets consisted princi- 
pally of investments in corporate equity securities and 
U.S. government and corporate debt securities. 

The components of the net pension costs (credits) 
and related weighted average assumptions are as 
follows: 
(in millions) 1994 1993 I992 

Service cost - benefits 
earnedduring theperiod . . 0 61.6 $ 58.2 $ 50.8 

Interest cost on projected 
benefit obligation . . . . . .  121.6 103.9 96.1 

Actual return on plan assets . (1.1) (241.2) (89.5) 
Net amortization and deferral (176.6) 62.5 (64.7) 
Net pensioncost (credt) . . .  $ 5.5 $ (16.6) $ (7.3) 
Discount rate . . . . . . . . . . .  7.5% 8.0% 8.4% 
Expected long-term rate of 

return on plan assets . . . . .  9.5./0 9.5% 8.5% 
Anticipated composite rate 

of future increases in 
compensation. . . . . . . . . .  4.5’/0 5.5% 6.2% 

In addition, Sprint recognized pension curtailment 
losses of $3 million in 1993 as a result of integration 
and restructuring actions (see Notes 9 and 10). 

The funded status and amounts recognized in the 
consolidated balance sheets for the plan, as of  
December 3 1,  are as follows: 
f in millions) I994 I993 

Actuanal present value of 
benefit obligations 

S(h338.1) $(1.277.0) -- Vested benefit obligation 
Accumulated benefit 

S(1,459.5) 9( 1,462.7) 
Projected benefit oblieation S(1.547.3) S(1.582.9) 

- obligation 
I \ .  , .  

Plan assets at fair value . . . . . .  1,950.2 2,029.0’ 
Plan assets in excess of the 

projected benefit obligation . . . .  402.9 446. I 
Unrecognized net gains. . . .  (203.8) (197.3) 
Unrecognized prior service cost . . .  107.4 88.1 
Unamortized portion of 

transition asset . . . . . . . . . . . .  (197.0) (22 1.9) 
Prepaid pension cost . . . . . . . .  $ 109.5 $ 1 15.0 

The projected benefit obligations as of December 3 1, 
1994 and 1993 were determined using discount rates 
of 8.5 percent and 7.5 percent, respectively, and antici- 
pated composite rates of future increases in compensa- 
tion of 5.0 percent and 4.5 percent, respectively. 

Defined Contribution Plans 
Sprint sponsors defined contribution employee sav- 
ings plans covering substantially all employees. 
Participants may contribute portions of their compen- 
sation to the plans. Contributions of participants 
represented by collective bargaining units are matched 
by Sprint based upon defined amounts as negotiated 
by the respective parties. Contributions of participants 
not covered by collective bargaining agreements are 
also matched by Sprint, For these participants, Sprint 
provides matching contributions in common stock 
equal to 50 percent of participants’ contributions up to 
6 percent of their compensation and may, at the dis- 
cretion of the Board of Directors, provide additional 
matching contributions based upon the performance 
of Sprint’s common stock in comparison to other 
telecommunications companies. Sprint’s matching 
contributions (including cash contributions under the 
former Centel Corporation [Centell savings plans) 
aggregated $49 million, $49 million and $40 million 
in 1994, 1993 and 1992, respectively. 

Postretirement Benefits 
Sprint sponsors postretirement benefits (principally 
health care benefits) anangements covering substantially 
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all employees. Employees who retired before specified 
dates are eligible for these benefits at no cost or a 
reduced cost. Employees retiring after specified dates are 
eligible for these benefits on a shared cost basis. Sprint 
funds the accrued costs as benefits are paid. 

Effective January 1, 1993, Sprint changed or modi- 
fied its method of accounting for postretirement 
benefits by adopting SFAS No. 106, “Employers’ 
Accounting for Postretirement Benefits Other Than 
Pensions.” The resulting nonrecurring, noncash charge 
of S341 million ($1.00 per share), net of related 
income tax benefits, is reflected in the 1993 consoli- 
dated statement of income as a cumulative effect of 
change in accounting principle. During 1992, the cost 
of providing postretirement benefits to Sprint’s retirees 
was expensed as such costs were paid, while for 
Centel’s employees and retirees, an accrual basis 
approach was utilized to recognize such costs. 

Upon adoption of the new standard, Sprint elected 
to immediately recognize its previously unrecorded 
obligation for postretirement benefits already earned 
by current retirees and employees (the transition oblig- 
ation), a substantial portion of which related to its 
rate-regulated telephone companies. Pursuant to SFAS 
No. 71, regulatory assets associated with the recogni- 
tion of the transition obligation were recorded in juris- 
dictions where the regulators have issued orders 
specific to Sprint permitting recognition of net post- 
retirement benefits costs for ratemaking purposes, 
and providing for recovery of the transition obliga- 
tion over a period of no longer than 20 years. As of 
December 3 1, 1994, such regulatory assets aggregated 
$78 million. In all other jurisdictions, regulatory assets 
associated with the recognition of the transition 
obligation were not recorded due to the uncertainties 
as to the timing and extent of recovery. 

The components of the net postretirement benefits 
cost are as follows: 

Service cost -benefits earned 
during the period. . . . . . . . . . . . . . . $22.1 

Interest on accumulated benefit 
obligation. . . . . . . . . . . . . . .  53.4 56.5 

Net amortization and deferral - - 
Net postretirement benefits cost . . . , . $75.0 $78.6 

For measurement purposes, a weighted average 
annual health care cost trend rate of 12 percent was 
assumed for 1994, gradually decreasing to 6 percent 
by 2001 and remaining constant thereafter. The effect 

(in millions) I994 I993 

$23.5 

. . . . . I . (1.9) - 

of a 1 percent increase in the assumed trend rates 
would have increased the 1994 net postretirement ben- 
efits cost by approximately $25 million. The discount 
rates for 1994 and 1993 were 7.5 percent and 8.0 per- 
cent, respectively. 

In addition, Sprint recognized postretirement bene- 
fits curtailment losses of $1 I million in 1993 as a result 
of integration and restructuring actions (see Notes 9 
and 10). 

The cost of providing postretirement benefits was 
$28 million in 1992. 

The amounts recognized in the consolidated 
balance sheets as of December 3 1, are as follows: 
/in millions) I994 I993 

Accumulated postretirement benefits 
obligation 

Retirees . . . . . . . . , . . $299.2 5322.8 
Active plan participants - 

fully eligible . . . . . . . 130.7 158.0 
Active plan participants-other . . . 246,2 254.4 

676.1 735.2 
Unrecognized prior service benefit . . 6.4 6.8 

155.3 38.9 
Accrued postretirement benefits cost. W37.8 5780.9 

The accumulated benefits  obligations as  of 
December 31, 1994 and 1993 were determined using 
discount rates of 8.5 percent and 7.5 percent, respec- 
tively. An annual health care trend rate of 12 percent 
was assumed for 1995, gradually decreasing to 6 per- 
cent by 2001 and remaining constant thereafter. The 
effect of a 1 percent annual increase in the assumed 
health care cost trend rates would have increased the 
accumulated benefits obligation as of December 3 1, 
1994 by approximately $86 million. 

Postemployment Benefits 
Effective January I ,  1993, Sprint adopted SFAS No. 
1 12, “Employers’ Accounting for Postemployment 
Benefits.” Upon adoption, Sprint recognized certain 
previously unrecorded obligations for benefits being 
provided to former or inactive employees and their 
dependents, after employment but before retirement. 
The resulting nonrecurring, noncash charge of $1 1 mil- 
lion ($0.03 per share), net of related income tax bene- 
fits, is reflected in the 1993 consolidated statement of 
income as a cumulative effect of change in accounting 
principle. Such postemployment benefits offered by 
Sprint include severance, disability and workers com- 
pensation benefits, including the continuation of other 
benefits such as health care and life insurance coverage. 

Unrecognized net gains , . . . . . - -  
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3. Income Taxes 
The components of the income tax provisions allo- 
cated to continuing operations are as follows: 

Current income tax procision 
irn mrllronsi 1994 1993 1992 

Federal $343.4 5275 6 5242.1 
State 80.4 54.2 37.2 

423.8 329.8 279.3 
--- 

Deferred income tax 
provision (benefit) 

Federal 100.2 16.4 9 5  
State (3.6) (26 2 )  21 8 
Amortization of deferred 

(22.0) ( 2 4  7) (31 3) investment tax credits 
74.6 (34 5) 3 0 
--- 
--- 

Total income tax provision $498.4 5295.3 9282.3 --- 
On August IO,  1993, the Revenue Reconciliation 

Act of 1993 was enacted which, among other changes, 
raised the federal income tax rate for corporations to 
35 percent from 34 percent, retroactive to January 1, 
1993. Accordingly, Sprint adjusted its deferred income 
tax assets and liabilities to reflect the revised rate. The 
resulting adjustment related to Sprint's nonregulated 
subsidiaries increased the 1993 deferred income tax 
provision by $13 million ($0.04 per share). Adjustments 
to the net deferred income tax liabilities associated with 
the rate-regulated telephone companies were generally 
recorded as reductions to regulatory liabilities. 

The differences which cause the effective income 
tax rate to vary from the statutory federal income tax 
rate of 35 percent in 1994 and 1993 and 34 percent in 
1992 are as follows: 
(in millions) 

Income tax provision at the 
statutory rate . . . . . . . 

Less investment tax credits 
included in income . . . . . . 

Expected federal income tax 
provision after investment 
tax credits . . . , . . . . . . . 

State income taxes, net of 
federal income tax effect 

Differences required to be 
flowed through by 
regulatory commissions. 

Reversal of rate differentials 
Amortization of intangibles 
Merger related costs . . . . . 
Other. net. . . . . . . . . . 

Income tax provision, 
including investment 
tax credits . .  . . .  

Effective income tax rate . . . 

Effect of 

I994 

$483.7 

22.0 - 

461.7 

49.9 

4.8 
(9.7) 
8.8 

(17.1) 
- 
- 

$498.4 
36% 
- - 

I993 

$27 1.6 

24.7 - 

246.9 

18.2 

6.0 
(13.0) 

8.8 
18.0 
10.4 - 

$295.3 
38% 
- - 

I991 

$264.7 

31.3 

233.4 

40.9 

5.6 
(16.3) 

8.6 

IO. 1 
- 

- 

$282.3 
36% 
- - 

The income tax provisions (benefits) allocated to 
other items are as follows: 

Discontinued operations S (9.0) 5 (6.6) 5 - 
Extraordinary losses on early 

extinguishments of debt - (20.3) (9.1) 
Cumulative effect of changes 

in accounting principles 
Postretirement benefits - (216.7) - 

(6.7) - Postemployment benefits - 
Circuit activity costs - (21.5)  - 

Unrealized holding gains on 
investments in equity 
securities (recorded directly 
to shareholders' equity) (11.6) 36.5 

Stock ownership, purchase 
and options arrangements 
(recorded directly to I 

shareholders' equity) (8.1) (10.6) (6.0) 

Deferred income taxes are provided for the tempo- 
rary differences between the carrying amounts 
of Sprint's assets and liabilities for financial statement 
purposes and their tax bases. The sources of the 
differences that give rise to the deferred income tax 
assets and liabilities as of December 3 1. 1994 and 
1993, along with the income tax effect of each, are 
as follows: 

- 

I993 Defencd I994 Deferred 
IncomeTu Income T u  

(in millions) Asseta Liabilities Aaseu Liabilities 

Property, plant 
and equipment . . $ - $1,592.3 $ - 51.61 1.1 

Postretirement and 
otherbenefits . . . . . 301.3 - 281.1 - 

Alternative minimum tax 
credit carryforwards. 93.0 - 259.7 - 

Operating loss 
carryforwards. . . . 59.9 - 64.7 - 

Integration and 
restructuring costs , . 12.2 - 35.0 - 

Regulatory revenue 
- 10.2 - reserves . . . . . 33.4 

Other, net. . . . . . . . . - 2.9 - 20.1 
499.8 1,595.2 650.7 1.63 1.2 

- 24.5 - Less valuation allowance 2 1. 1 
Total , . . . . . . . . . . $478.7 $1,5952 9626.2 $1.63 1.2 

During 1994 and 1993, the valuation allowance 
related to deferred income tax assets decreased 53 mil- 
lion and $6 million, respectively. 

As of December 3 1, 1994, Sprint has available, for 
income tax purposes, $93 million of alternative 
minimum tax credit carryforwards to offset regular 
income tax payable in future years, and tax benefits 

---- 



of $60 million associated with state operating loss 
carryforuards. The loss carryforwards expire in vary- 
ing amounts annually from 1995 through 2009. 

EiTective January I ,  1992, Sprint changed its method 
of accounting for income taxes by adopting SFAS 
No. 109. The cumulative effect of this change in 
accounting principle increased 1992 net income by 
$ 2 3  million (50.07 per share). 

4. Debt 
Long-term debt. as of December 3 I .  is as follows: 
lln mrillr,ns) Maturing 1994 1993 

Corporate 

Senior notes 
8 60°/0 to 9 7 1 O/O 

9 1 5 O h  
I O  45°'o 
9 88'0 
9 19% to 9 60°/0 
8 13% to 9 80% 

Debentures 
9 25% 

Notes payable and 
commercial paper, 
classified as long- 
term debt 

11 8806 
Other 

1994 $ - S 
1995 50.0 
I996 200.0 
1997 80.0 
I998 43.0 

2000 to 2003 632.3 

2022 200.0 

1996 934.0 

1999 - 
Long Distance Communications Services 

Vendor financing 
agreements 

6.99% to 15.00% . 1995 to 2001 223.1 

Local Communications Services 
First mortgage bonds 

2.00% to 9.37% . . . 1995 to 1999 

4.00% to 8.75% . , . 2005 to 2009 
6.88% to 9.79% , . 2010 to 2014 

5.88% to 9.29% . 2000 to 2004 

8.77O6 to9.28% . . . 2015 to2019 
7.13O6 to 9.89% . . . 2020 to 2024 

Debentures and notes 
4.50% to 9.61% . . . 1995 to 2020 

Notes payable and 
commercial paper, 
classified as long- 
term debt . . . . . . . 

2.00% to 19.45% . . 1995 to 2017 

1996 
Other 

156.6 
593.0 
249.2 
110.0 
254.6 
147.9 

424.0 

143.4 

20.0 

Other 
Senior notes 

Debentures 

Other 

9 88% 1998 250.0 

9 ooo/o 2019 150.0 

5.39% to 13.00% 1995 to 1999 76.1 
4,937.2 5,094.4 

225.0 
50.0 

200.0 
120.0 
43.0 

632.3 

200.0 

634.4 

4.5 

423.4 

197.8 
595.7 
268.0 
80.0 

275.0 
148.6 

424.4 

121.4 

17.3 

277.1 

150.0 

6.5 

332.4 523.4 
%4,604.8 54S7 1 .O 
-- Less current matunties 

Long-term debt 

Long-term debt maturities during each of the next 
five years are as follows: 
/ i n  millions) 

1995 9 332.1 
I996 1,337.1 
1997 110.9 
I998 1 10.6 
I999 52.9 

Property, plant and equipment with an aggregate 
cost of approximately S 10.89 billion is either pledged 
as security for first mortgage bonds and certain notes 
or is restricted for use as mortgaged property. 

Notes payable and commercial paper outstanding 
and related weighted average interest rates, as of 
December 3 1, are as follows: 

Bank notes, 5.85% 

Master Trust notes. 6.33% 

Commercial paper, 5.08% 

Total notes payable and 

I994 I993 

(3.55°/0 in 1993). . . . . . . , $ 263.0 S397.5 

(3.71% in 1993). . . . , . , 248.7 250.0 

565.7 108.3 (3.29% in 1993). . . . . . . 

commercial paper. . . . . , . $1,077.4 5755.8 

Notes payable and commercial paper outstanding 
as of December 31, 1994 and 1993 are classified as 
long-term debt due to Sprint's intent to refinance such 
borrowings on a long-term basis and due to its demon- 
strated ability to do so pursuant to the $1.1 billion 
revolving credit agreement described below. 

The bank notes are renewable at various dates 
throughout the year. Sprint pays a fee to certain com- 
mercial banks to support current and future credit 
requirements based upon loan commitments. Lines of 
credit may be withdrawn by the banks if there is a 
material adverse change in Sprint's financial condition. 

Sprint has a Master Trust Note Agreement with the 
trust division of a bank to borrow funds on demand. 
Interest on such borrowings is at a rate that yields 
interest equivalent to the most favorable discount rate 
paid on 30-day commercial paper. 

As of December 31, 1994, Sprint had a total of 
$1.3 billion of credit arrangements, consisting of van- 
ous bank commitments and a $1.1 billion revolving 
credit agreement with a syndicate of domestic and 
international banks. At that date, Sprint had availability 
totaling $525 million under such arrangements. The 
revolving credit agreement expires in July 1996 and, 
subject to the approval of the lenders, may be 
extended for an additional year. 

/ in millions) 

~- 

- -  
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Sprint is in compliance with all restrictive or finan- 
cial covenants relating to its debt arrangements at 
December 3 I ,  1994. 

During 1993 and 1992, Sprint redeemed or called 
for redemption prior to scheduled maturities $1.34 bil- 
lion and $720 million, respectively, of first mortgage 
bonds, senior notes and debentures. Excluding 
amounts deferred by the rate-regulated telephone 
companies as required by certain regulatory commis- 
sions, the prepayment penalties incurred in connection 
with early extinguishments of debt and the write-off of 
related debt issuance costs aggregated $29 million in 
1993 and $16 million in 1992, net of related income 
tax benefits, and are reflected as extraordinary losses 
in the consolidated statements of income. 

5. Redeemable Preferred Stock 
Sprint has 20 million authorized shares and sub- 
sidiaries have approximately 6 million authorized 
shares of preferred stock, including non-redeemable 
preferred stock. The redeemable preferred stock 
outstanding, as of December 3 1, is as follows: 
(in millions) I994 1993 

Third series - stated value $100 per 
share, shares - 196,000 in 1994 and 
208,000 in 1993, non-participating, 
non-voting, cumulative 7.75% annual 
dividend rate. . . . . . . . . , . . . . . . . . $19.6 

5 100,000 per share, shares - 95 in 
1994 and 1993, voting, cumulative 
6% annual dividend rate . . . . . . . . . . 

from $10 to $100 per share, shares - 
364,345 in 1994 and 380,055 in 1993, 
annual dividend rates ranging 
from4.7%to5.4%. . . . . . . . . . . , , . 

Total redeemable preferred stock . . . . . 

$20.8 
Fifth series - stated value 

9.5 9.5 
Subsidiaries - stated value ranging 

8.3 - - 8.0 

S a  

Sprint’s third series preferred stock is redeemed 
through a sinking fund at the rate of 12,000 shares, or 
$1.2 million per year, until 2008, at which time all 
remaining shares are to be redeemed. Sprint may 
redeem additional third series preferred shares at 
$102.29 per share during 1995, and at declining 
amounts in succeeding years. In the event of default, 
the holders of Sprint’s third series redeemable 
preferred stock are entitled to elect a certain number 
of directors until all arrears in dividend and sinking 
fund payments have been paid. 

Sprint’s fifth series preferred stock must be 
redeemed in full in 2003. If less than full dividends 
have been paid for four consecutive dividend periods 
or if the total amount of dividends in arrears exceeds 
an amount equal to the dividend payment for six divi- 
dend periods, the holders of the fifth series preferred 
stock are entitled to elect a majority of directors stand- 
ing for election until all arrears in dividend payments 
have been paid. 

6. Common Stock 
Common stock activity during 1994 and shares 
reserved for future grants under stock option plans 
or future issuances under various arrangements are 
as follows: 

(in millions) 

Employees Stock Purchase Plan 
Employee savings plans 
Automatic Dividend 

Reinvestment Plan 
Officer and key employees’ and 

directors’ stock options 
Conversion of preferred stock 

and other 

Number of S h u n  

IP94 A m n c d a o f  
Activiw Decamber 31 ,I PPI 

- 2.7 
1.3 3.4 

0.2 1.2 

0.9 1.7 

0.1 1.5 - - 
I O  8 - 5 2  - Total 

As of December 31, 1994, elections to purchase 
2.9 million of Sprint’s common shares were outstand- 
ing under the 1994 offering of the Employees Stock 
Purchase Plan. The purchase price under the offering 
cannot exceed $32.35 per share, such price repre- 
senting 85 percent of the average market price on 
the offering date, or fall below $12.00 per share. The 
I994 offering terminates on June 30, 1996. 

Under various stock option plans, shares of com- 
mon stock are reserved for issuance to officers, other 
key employees and outside directors. All options are 
granted at 100 percent of the market price at date of 
grant. Approximately 2 percent of all options out- 
standing as of December 3 1, I994 provide for the 
granting of stock appreciation rights as an alternate 



method of settlement upon exercise. A summary of 
stock option activity under the plans is as follows: 

A-t. 
/in mdlions. except N w n b e r d  %Sham Exercim 
Der share data) Shares Exerciv Price Amount 

L a  Hid 

Shares under option as 
ofJanuary I .  1992 
(5.1 million shares 
exercisable) . , 9.3 6 9,44 $39.31 $200.2 

Granted . . . . 0.4 21.56 25.88 9.9 
Exercised 

Options without stock 

Options with stock 
appreciation rights. . ( 1 . 3 )  9.44 29.68 (22.6) 

appreciation rights. . (0.5) 9.44 29.68 (7. I )  
Terminated and expired (2) 14.03 33.75 (10.2) 
Shares under option as 

of December 3 I ,  1992 
(5.5 million shares 
exercisable) . , , , , 7.5 9.44 39.31 170.2 

Granted . , . . . . . . , 1.6 27.50 38.44 50.3 
Exercised 

Options without stock 

Options with stock 
appreciation rights. (2.1) 9.44 33.75 (41.0) 

appreciation rights. , (0.3) 11.09 29.68 (5.5) 
Terminated and expired (E) 18. I6 33.75 (3.2) 
Shares under option as 

of December 3 I ,  1993 
(4.5 million shares 
exercisable) . . . . . . 6.6 9.44 39.31 170.8 

Granted . , . , . . , . , , . 2.8 30.81 39.50 100.3 
Exercised 

Options without stock 

Options with stock 
appreciation rights. . (0.8) 9.44 33.75 (17.4) 

appreciation rights. . (0.2) 11.09 29.68 (3.8) 
Terminated and expired (0.6) 22.13 36.69 (16.7) 
Shares under option as 
of December 3 I ,  1994 
(3.7 million shares 
exercisable). , . . . . . . . 7.8 $11.09 $39.50 $233.2 

During 1990, the Savings Plan Trust, an employee 
savings plan, acquired shares of common stock from 
Sprint in exchange for a $75 million promissory note 
payable to Sprint. The note bears an interest rate of 
9 percent and is to be repaid from the common stock 
dividends received by the plan and the contributions 
made to the plan by Sprint in accordance with plan 
provisions. The remaining balance of the note receiv- 
able of $58 million as of December 31, 1994 is 
reflected as a reduction to other shareholders’ equity. 

- - - -  

Under a Shareholder Rights plan, one-half of a 
Preferred Stock Purchase Right is attached to each 
share of common stock. Each Right, which is exercis- 
able and detachable only upon the occurrence of 
certain takeover events, entitles shareholders to buy 
units consisting of one one-hundredth of a newly 
issued share of Preferred Stock-Fourth Series, Junior 
Participating at a price of $235 per unit or, in certain 
circumstances, common stock. Under cei-tain circum- 
stances, Rights beneficially owned by an acquiring 
person become null and void. Sprint’s Preferred Stock- 
Fourth Series is without par value. It is voting, cumu- 
lative and accrues dividends equal generally to the 
greater of $10 per share or one hundred times the 
aggregate per share amount of all common stock 
dividends. No shares of Preferred Stock-Fourth Series 
were issued or outstanding at December 3 1, 1994. The 
Rights may be redeemed by Sprint at a price of one 
cent per Right and will expire on September 8, 1999. 

During 1994, 1993 and 1992, Sprint declared and 
paid annual dividends on common stock of $1.00 per 
share, and Centel declared pre-merger (see Note 9) 
common stock dividends of $0.15 and $0.90 per share 
during 1993 and 1992, respectively. The most restric- 
tive covenant applicable to dividends on common 
stock results from the $1.1 billion revolving credit 
agreement. Among other restrictions, this agree- 
ment requires Sprint to maintain specified levels of 
consolidated net worth, as defined. As a result of this 
requirement, $1.67 billion of Sprint’s $2.73 billion 
consolidated retained earnings were effectively 
restricted from the payment of dividends as of 
December 3 1 ,  1994. The indentures and financing 
agreements of certain of Sprint’s subsidiaries contain 
various provisions restricting the payment of cash 
dividends on subsidiary common stock held by 
Sprint. In connection with these restrictions, $792 mil- 
lion of the related subsidiaries’ $1.78 billion total 
retained earnings is restricted as of December 31, 
1994. The flow of cash in the form of advances from 
the subsidiaries to Sprint is generally not restricted. 

7. Commitments and Contingencies 
Litigation, Claims and Assessments 
Following announcement of Sprint’s merger with 
Centel (see Note 9), class action suits were filed 
against Centel and certain of its officers and directors 
in federal and state courts. The state suits have been dis- 
missed while the federal suits have been consolidated 



into a single action and seek damages for alleged vio- 
lations of securities laws. In January 1995, a purported 
class action suit was filed against Centel’s financial 
advisors in state court in New York in connection 
with the SprintCentel merger. Sprint may have indem- 
nification obligations to the financial advisors in 
connection with this suit. Various other suits arising in 
the ordinary course of business are pending against 
Sprint. Management cannot predict the ultimate 
outcome of these actions but believes they will not 
result in a material effect on Sprint’s consolidated 
financial statements. 

Accounts Receivable Sold with Recourse 
Under an agreement available through December 
1995. Sprint may sell on a continuous basis, with 
recourse, up to $600 million of undivided interests in a 
designated pool of its accounts receivable. Subsequent 
collections of receivables sold to investors are typi- 
cally reinvested in the pool. Sprint is required to repur- 
chase the designated pool of accounts receivable only 
upon the occurrence of specified events involving non- 
collectibility of accounts. As of December 31, 1994, 
Sprint had not been required to repurchase receivables 
under this recourse provision. Because Sprint retains 
credit losses associated with its accounts receivable, 
any exposure related to this retention is estimated in 
conjunction with Sprint’s calculation of its reserve for 
uncollectible accounts. On a quarterly basis, subject to 
the approval of the investors, Sprint may extend the 
agreement for an additional 90 days. Receivables sold 
that remained uncollected as of December 3 1, 1994 
and 1993 aggregated $600 million. 

Commitments 
See “Liquidity and Capital Resources” in “Review of 
Financial Position, Liquidity and Capital Resources” 
for a discussion of cash commitments associated with 
joint ventures. 

Operating Leases 
Minimum rental commitments as of December 3 1, 
1994 for all non-cancelable operating leases, consist- 
ing principally of leases for data processing equipment 
and real estate, are as follows: 
(in millions) 

1995 
I996 
I997 
1998 
I999 
Thereafter 

$3 16.7 
218.3 
141.0 
106.5 
85.6 

260 9 

Gross rental expense aggregated $387 million, 
$387 million and $385 million in 1994, 1993 and 
1992, respectively. The amount of rental commit- 
ments applicable to subleases, contingent rentals 
and executory costs is not significant. 

8. Regulatory Accounting 
Consistent with most local exchange carriers, the local 
communications services division accounts for the 
economic effects of regulation pursuant to SFAS No. 7 1. 
The application of SFAS No. 71 requires the account- 
ing recognition of the rate actions of regulators where 
appropriate, including the recognition of depreciation 
and amortization based on estimated useful lives pre- 
scribed by regulatory commissions rather than those 
that might be utilized by non-regulated enterprises. 
Sprint currently believes the local communications 
services division’s rate-regulated operations meet the 
criteria for the continued application of the provisions 
of SFAS No. 7 1. However, the local communications 
services division operates in an evolving environment 
in which the regulatory framework is changing and the 
level of competition is increasing. Accordingly, Sprint 
constantly monitors and evaluates the ongoing applic- 
ability of SFAS No. 7 1 by assessing the likelihood that 
prices which provide for the recovery of specific costs 
can continue to be charged to customers. 

The approximate amount of Sprint’s net regulatory 
assets at December 3 1, 1994 was between $450 mil- 
lion and $800 million, consisting primarily of property, 
plant and equipment and deferred postretirement 
benefit obligations, partially offset by deferred tax 
liabilities. The estimate for property, plant and equip- 
ment was calculated based upon a projection of useful 
remaining lives which are affected by the development 
of competition, changes in regulation, and the expan- 
sion of broadband services to be offered to customers. 



9. SprintlCentel Merger 
Effective March 9. 1993, Sprint consummated its 
merger with Centel, a telecommunications company 
with local exchange and cellular and wireless commu- 
nications services operations.  Pursuant to the 
Agreement and Plan of Merger dated May 27, 1992, 
Sprint issued 1.37 shares of its common stock in 
exchange for each outstanding share of Centel common 
stock. or approximately 119 million shares. The trans- 
action costs associated with the merger (consisting 
primarily of investment banking and legal fees) and 
the expenses of integrating and restructuring the 
operations of the two companies (consisting primarily 
of employee severance and relocation expenses and 
costs of eliminating duplicative facilities) resulted in 
nonrecurring charges of 5259 million, which reduced 
1993 income from continuing operations by S 172 mil- 
lion (S0.50 per share). 

The merger was accounted for as a pooling of inter- 
ests. Accordingly, the accompanying consolidated 
financial statements were retroactively restated in 
1993 for the year ended December 3 I ,  1992 to include 
the results of operations, financial position and cash 
flows of Centel. In addition, the accompanying consol- 
idated financial statements reflect the elimination of 
significant, recurring intercompany transactions and 
certain adjustments to conform the accounting poli- 
cies of the two companies. 

I O .  Additional Financial Information 
Segment Information 
Information related to Sprint’s operating business 
segments is included in the tables in “Review of 
Segmental Results of Operations.” The net operating 
revenues and operating expenses shown in such tables 
include revenues and expenses eliminated in consolida- 
tion totaling $367 million, $307 million and $285 mil- 
lion for the years ended December 31, 1994, 1993 and 
1992, respectively. Sprint incurred capital expenditures 
of $57 million, $46 million and $29 million for the 
years ended December 31, 1994, 1993 and 1992, 
respectively, and had identifiable assets of $472 mil- 
lion, $506 million and $329 million at December 3 l ,  
1994, 1993 and 1992, respectively, not attributable to 
segmental operations. Additionally, Sprint incurred 
$5 1 million of merger, integration and restructuring 
costs not attributable to its segmental operations for 
the year ended December 31, 1993. 

Realignment and Restructuring Charge 
During 1993, Sprint initiated a realignment and 
restructuring of its long distance communications 
services division, including the elimination of approx- 
imately 1.000 positions and the closure of two facilities. 
These actions resulted in a nonrecurring charge of 
$34 million, which reduced income from continuing 
operations by S21 million (S0.06 per share). 

Divestiture of Telephone Properties 
In April 1992, the sale of Centel’s local telephone oper- 
ations in Ohio was completed pursuant to a definitive 
agreement reached in November 1991. Proceeds from 
the sale aggregated S 129 million, including S 1 14 million 
of cash and S15 million of assumed debt; a gain of 
544 million (S0.13 per share), net of related income 
taxes. was realized on the sale. 

Concentrations of Credit Risk 
Sprint’s accounts receivable are not subject to any con- 
centration of credit risk. Interest rate swap agreements 
and foreign currency contracts involve the risk of 
dealing with counterparties and their ability to meet 
the terms of the contracts. Notional principal amounts 
often are used to express the volume of these trans- 
actions, but the amounts subject to credit risk are 
significantly smaller. In the event of non-performance 
by the counterparties, Sprint’s accounting loss would 
be limited to the net amount that it would be entitled 
to receive under the terms of the applicable interest 
rate swap agreement or foreign currency contract. 
However, Sprint does not anticipate non-performance 
by any of the counterparties with which it has such 
agreements. Sprint controls the amount of credit risk 
as well as the concentration of credit risk of its interest 
rate swap agreements and foreign currency contracts 
through credit approvals, dollar exposure limits, and 
internal monitoring procedures. 

Financial Instruments 
Sprint estimates the fair value of its financial instru- 
ments using available market information and appro- 
priate valuation methodologies. Accordingly, the 
estimates presented herein are not necessarily indica- 
tive of the values Sprint could realize in a current 
market exchange. Although management is not aware 
of any factors that would affect the estimated fair 
value amounts presented as of December 31, 1994. 
such amounts have not been comprehensively revalued 
for purposes of these financial statements since that 



N O T E S  TO CONSOLIDATED F I N A N C I A L  STATEMENTS continued 

date, and therefore, estimates of fair value subsequent 
to that date may differ significantly from the amounts 
presented herein. The carrying amounts and estimated 
fair values of Sprint’s financial instruments, as of 
December 3 1. are as follows: 

I994 I991 
Carrying Etornaccd Carrying Estimated 

/ i n  nrillions) Amount Furvalue Amount FurVJw 

Financial assets 
Cash and cash 

Investments in 

Financial Liabilities 
Long-term debt 

Corporate 2,139.3 2,170.5 2.109 2 2,377 2 
Long distance 

?qui\ alents S 123.3 $ 123.3 S 768 5 768 

equity secunties 177.6 177.6 303 3 303.3 

communications 
services 223.1 222.1 4233 4 4 7 8  

Local communi- 
cations services 2,098.7 1,966.4 2,128 2 2,342.5 

Other 476.1 488.2 4336 5346 
Off-balance sheet 

instruments 
Interest rate swap 

Foreign currency 
(1.7) 

(0.4) - (0.3) 

- agreements 2.6 

contracts - 

The carrying values of Sprint’s cash equivalents 
approximate fair value as of December 31, 1994 and 
1993. The fair value of Sprint’s investments in equity 
securities are estimated by reference to quoted market 
prices. The fair values of Sprint’s long-term debt are 
estimated based on quoted market prices for publicly- 
traded issues, and based on the present value of esti- 
mated hture cash flows using a discount rate commen- 
surate with the risks involved for all other issues. The 
fair value of interest rate swap agreements is estimated 
as the cost that Sprint would receive (pay) to terminate 
the swap agreements at December 3 1, 1994 and 1993, 
taking into account the then-current interest rates. The 
fair value of foreign currency contracts is estimated as 
the replacement cost of the contracts at December 3 1, 
1994 and 1993, taking into account the then-current 
foreign currency exchange rates. 

Interest Rate Swap Agreements 
Interest rate swap agreements are utilized by Sprint as 
part of its interest rate risk management program. Net 
interest paid or received related to such agreements is 
recorded using the accrual method and is recorded as 
an adjustment to interest expense. At December 3 1, 
1994 and 1993, Sprint had outstanding $125 million 
notional amount of interest rate swap agreements. 
Net interest expense (income) related to interest rate 
swap agreements was $ 1  million, $2 million, and 
($400,000) for the years ended December 3 I ,  1994, 
1993 and 1992, respectively. There were no deferred 
gains or losses relating to any terminated interest rate 
swap agreements recorded at December 3 I ,  1994, 
1993 and 1992. 

Foreign Currency Contracts 
As part of its foreign currency exchange risk manage- 
ment program, Sprint purchases and sells over-the- 
counter forward contracts and options in various 
foreign currencies. Sprint had outstanding approxi- 
mately $13 million and $4 million of open forward 
contracts to buy various foreign currencies a t  
December 31, 1994 and 1993, respectively. Sprint also 
had outstanding approximately $ 1  mill ion and 
$6 million of open forward contracts to sell various 
foreign currencies at December 31, 1994 and 1993, 
respectively. There were no foreign currency option 
contracts outstanding at December 31, 1994 or 1993. 
The forward contracts open at December 3 1, 1994 all 
had an original maturity of six months or less. The net 
gain or loss recorded to reflect the cash paid or 
received upon settlement of such contracts is recorded 
in the period incurred. Total net losses of $2 million 
and $1 million were recorded related to foreign cur- 
rency transactions and contracts for the years ended 
December 31, 1994 and 1993, respectively. 

At December 31, 1994 and 1993, Sprint had 
foreign currency translation gains of $1 million and 
$2 million, respectively, included in *‘Other, net” in the 
Consolidated Statements of Common Stock and Other 
Shareholders’ Equity. 



Management Report 

The management of Sprint Corporation has the responsi- 
bility for the integrity and objectivity of the information 
contained in this Annual Report. Management is respon- 
sible for the consistency of reporting such information 
and for ensuring that generally accepted accounting prin- 
ciples are used. 

In discharging this responsibility, management main- 
tains a comprehensive system of internal controls and 
supports an extensive program of internal audits, has 
made organizational arrangements providing appropriate 
divisions of responsibility and has established communi- 
cation programs aimed at assuring that its policies, pro- 
cedures and codes of conduct are understood and 
practiced by its employees. 

The consolidated financial statements included in this 
Annual Report have been audited by Ernst & Young LLP, 
independent auditors. Their audit was conducted in 
accordance with generally accepted auditing standards 
and their report is included herein. 

Report of Independent Auditors 

The Board of Directors and Shareholders 
Sprint Corporation 
We have audited the accompanying consolidated balance 
sheets of Sprint Corporation (Sprint) as of December 3 1, 
1994 and 1993, and the related consolidated statements 
of income, cash flows, and common stock and other 
shareholders' equity for each of the three years in the 
period ended December 3 1, 1994, appearing on pages 
29,34, 37, and 39 through 50. These financial statements 
are the responsibility of the management of Sprint. Our 
responsibility is to express an opinion on these financial 
statements based on our audits. We did not audit the 
financial statements of Centel Corporation, a wholly- 
owned subsidiary, for the year ended December 3 I ,  1992, 
which statements reflect net income constituting 
approximately 9 percent of consolidated net income for 
the year ended December 31, 1992. Those statements 
were audited by other auditors whose report has been 
furnished to us, and our opinion, insofar as it relates to 
data included for Centel Corporation, is based solely on 
the report of the other auditors. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require 
that we plan and perform the audit to obtain reasonable 

The responsibility of the Board of Directors for these 
financial statements is pursued primarily through its 
Audit Committee. The Audit Committee, composed 
entirely of directors who are not officers or employees of 
Sprint, meets periodically with the internal auditors and 
independent auditors, both with and without manage- 
ment present. to assure that their respective responsibili- 
ties are being fulfilled. The internal and independent 
auditors have full access to the Audit Committee to dis- 
cuss auditing and financial reporting matters. 

William T. Esrey 
Chairman, President and Chief Executive Officer 

Arthur B. Krause 
Executive Vice President and 
Chief Financial Officer 

assurance about whether the financial statements are free 
of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 
We believe that our audits and the report of other audi- 
tors provide a reasonable basis for our opinion. 

In our opinion, based on our audits and the report of 
other auditors, the consolidated financial statements 
referred to above present fairly, in all material respects, the 
consolidated financial position of Sprint at December 3 1, 
1994 and 1993, and the consolidated results of its opera- 
tions and its cash flows for each of the three years in the 
period ended December 3 1, 1994, in conformity with 
generally accepted accounting principles. 

As discussed in Notes I ,  2 and 3 to the consolidated 
financial statements, Sprint changed its method of 
accounting for postretirement benefits, postemployment 
benefits and circuit activity costs in 1993 and income 
taxes in 1992. 

Kansas City, iMissoiiri 
Januay 31. 1995 



QUARTERLY F I N  A N  C I A L  DATA 
Irtnauditedl 

@ 
.. First Quarter 

4 i ln nirkons rrcepr per ,hare dura, I994 I993 

$ Vet operating recenues $3,033.2 S2,7 I8 0 
+ Operating expenses 

4 - 
-? 

2 Costs of services and products 1,528.4 1.381 9 
1 

Selling. general and administrative 724.2 641 8 

Merger. integration and restructunng costsIi1 - 218 0 

Total operating expenses 2.604.9 2.608 9 

Operating income 428.3 109 I 
Interest expense (101.1) (1179)  

.. 
a Depreciation and amortization 352.3 331 2 
s 
2. 

" - 
3 

Other income (expense), net'3) 29.2 (0  7 )  

Income (loss) from continuing operations before income taxes 356.4 ( 9  5) 
Income tax provision'" (129.0) ( 1  8) 

Income (loss) from continuing operations 227.4 (11  3) 
Discontinued operations, net - (12.3) 
Extraordinary losses on early extinguishments of debt, net - ( 5 . 2 )  
Cumulative effect of changes in accounting pnnciples, net(S) - (384.2) 

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  227.4 (41 3.0) 
Preferred stock dividends (0.7) (0.6) 

Earnings (loss) applicable to common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 226.7 S (413.6) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

- 
Earnings (loss) per common share 

Continuing operations $ 0.65 S (0.03) 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (0.04) 

(0.02) 
Discontinued operations. - 
Extraordinaryitem - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Cumulative effect of changes in accounting principles 

Total 

- (1.12) 

$ 0.65 S (1.21) - 
"'During 1993. Sprint consummated its merger with Centel. The transaction costs associated with the merger and the expenses of integrating and 

restructuring the opemtions ofthe two companies resulted in nonrecurring charges in thefirst and third quarters of 1993. Such charges reduced net 
income by 5165 million (50.48 per share) and 57 million ISO.02 per share). respectively, See ,Vote 9 o/Notes to Consolidated Financial Statements 
for additional information. 

(3During third quarter 1993. Sprint realigned and restructured its long distance communications services division. resulting in a nonrecurring charge 
which reduced net income bv 521 million (SO. 06 per share). See ,Vote 10 o/:Votes to Consolidated Financial Statementsfor additional intormation. 

'J'Duringfirst quarter 1994. Sprint sold an investment in equiry securities, rea1i:ing a gain of535 million. which increased net income bv 522 million 
/50.06 per share). 

'" 'Dtirmg third quarter 1993. the Revenue Reconciliation .Ict of 1993 was enacted which. among other changes. raised thefideral income lar mte 
IO 35 percent f i m  34 percent. As a result. Sprint adjusted its deferred income t u  assets and liabilities to reject the revised rate, resulting In a 
nonrecurring charge which reduced net income by 513 million lbO.04 per share). See Note 3 ofNotes to Consolidated Financial Statementsfor 
udditional information. 

'"Effective January I .  1993. Sprint changed its method o/accounting for postretirement and postemployment benefits by adopting SFAS No. 106 and 
,Yo. 112 and effected another accounting change. See ,Votes 1 and 2 of Notes to Consolidated Financial Statementsfor additional information. 



$3,150.4 

1,574.4 
752.8 
366.4 
- 

2,693.6 

456.8 
(100.0) 

(9.3) 

52,800.9 

1.408.9 
675.9 
338.0 
- 

2.122.8 

378. I 
( I  13.0) 

(8.1) 

347.5 
(127.9) 

219.6 
- 
- 
- 

219.6 
(0.7) 

$ 218.9 

$ 0.63 
- 
- 
- 

$ 0.63 

257.0 
(91.9) 

$3,233.8 

1.615.0 
781.7 
366.8 
- 

2,763.5 

470.3 
(98.6) 
(9.3) 

362.4 
(132.3) 

165.1 
- 

( 8 . 5 )  

156.6 
(0.9) 

3 155.7 

- 

230.1 
- 
- 
- 

230.1 
(0.6) 

$ 229.5 

$ 0.48 

(0.02) 
- 

- 

$ 0.46 - 

52,867 6 

1.435. I 
690.8 
338.5 
44.5 

2.508.9 

358.7 
( 1  14.2) 

(11.4) 

233.1 
(96.4) 

136.7 

(14.5) 
- 

- 

Total Year @ Second Quarter Third Quarter Fourth Quarter 

I994 I993 I994 I993 I 9 9 4  I993 I994 1993 2 
? $12,661.8 91 1,367.8 < 
k I 

% 

- 
6,361.0 5.736.1 

1,478.4 1.358.7 4 
3,034.6 2.729.9 $ 

- 292.5 

10,874.0 10.1 17.2 $ 
1,787.8 1.250.6 - 
(398.0) (452.4) 

1,382. I 775.9 

- 
- 

(7.7) (21.3) 

(498.4) (295.3) 

883.7 180.6 
7.0 ( 12.3) 
- (29.2) 
- (384.2) 

890.7 54.9 
(2.7) (2.8) 

$ 888.0 9 52.1 

$3.244.4 

1,643.2 
775.9 
392.9 
- 

2,812.0 

432.4 

(18.3) 

3 15.8 
(109.2) 

206.6 
7.0 

(98.3) 

- 
- 

92,981.3 

1.5 10.2 
72 I .1 
345.0 
- 

2.576.6 

404.7 
(107.3) 

(2.1) 

295.3 
(105.2) 

122.2 
(0.6) 

$ 121.6 

213.6 
(0.7) 

$ 212.9 

189.1 
(0.7) 

$ 188.4 

$ 0.59 
0.02 
- 
- 

$ 0.35 - $ 0.61 - 5 0.55 

$ 2.53 S 1.39 
0.02 (0.04) 
- (0.08) 
- (1 .12)  

$ 2.55 $ 0.15 - 



B O A R D  OF DIRECTORS 

DuBose Ausley is chairman of Macfarlane, Ausley, 
Ferguson & McMullen, a law firm in Tallahassee, 
Florida. He is also chairman of the Capital City Bank 
Group, Inc. Prior to becoming a Sprint director in 1993, 
.-\usley had been a director of Centel Corporation 
since 1982. He is a member of the nominating and 
corporate responsibility and the pension and savings 
trusts committees. 

Warren L. Batts is chairman and chief executive 
officer of Premark International, Inc., in Deerfield, 
Illinois. He has been a Sprint director since 1982. 
Batts is chairman of the finance committee and a 
member of the executive and the organization and 
compensation committees. 

Ruth M. Davis is president and chief executive officer 
of The Pymatuning Group, Inc., in Alexandna, Virginia. 
She has been a Sprint director since 1981. Davis is a 
member of the audit and the pension and savings 
trusts committees. 

Will iam 1. Esrey is chairman and chief executive 
officer of Sprint. He joined Sprint in 1980 as executive 
vice president-corporate planning, was named president 
and chief executive officer in 1985 and became chair- 
man and chief executive officer in 1990. He has been 
a Sprint director since 1985. Esrey is chairman of the 
board’s executive committee. 

Donald J. Hall is chairman of Hallmark Cards, Inc., 
in Kansas City, Missouri. He has been a Sprint director 
since 1986. Hall is a member of the audit and the 
organization and compensation committees. 

Harold 5. Hook is chairman and chief executive 
officer of American General Corporation, in Houston, 
Texas. He has been a Sprint director since 1982. Hook 
is a member of the finance and the pension and savings 
trusts committees. 

Robert  E. R. Hunt ley  is counsel  to Hunton & 
Williams, a law firm in Richmond, Virginia. Prior 
to becoming a Sprint director in 1993, he had been 
a director of Centel Corporation since 1975. Huntley 
is chairman of the audit committee and a member of 
the executive and the organization and compensation 
Committees. 

Ronald 1. LeMay is president and chief operating 
officer of the long distance division of Sprint. Prior to 
that, he was executive vice president-corporate affairs 
of Sprint from 1987 to 1989. LeMay has been a Sprint 
director since 1993. 

Linda Koch Lorimer is secretary of the university, 
Yale University, in New Haven. Connecticut. Prior 
to becoming a Sprint director in 1993. she had been 
a director of Centel Corporation since 1988. She is 
chairman of the pension and savings trusts committee 
and a member of the executive and the organization 
and compensation committees. 

Charles H. Price II is chairman of the board of 
Mercantile Bank of Kansas City, in Kansas City, 
Missouri. He was the United States Ambassador to the 
United Kmgdom of Great Britain and Northern Ireland 
from 1983 to 1989. Price has been a Sprint director 
since 1989. He is a member of the finance and the 
nominating and corporate responsibility committees. 

Frank E. Reed is president and chief executive officer 
of Philadelphia National Bank, in Philadelphia,  
Pennsylvania. Pnor to becoming a Sprint director in 1993, 
he had been a director of Centel Corporation since 1978. 
He is a member of the audit and finance committees. 

Charles E. Rice is chairman and chief executive officer 
of Barnett Banks, Inc., in Jacksonville, Florida. He has 
been a Sprint director since 1975. Rice is chairman of 
the nominating and corporate responsibility committee 
and a member of the audit and executive committees. 

StewartTurfey is chairman and chief executive officer 
of  Eckerd corpora t ion ,  in Clearwater,  Florida. 
He has been a Sprint director since 1980. Turley is 
chairman of  the organization and compensation 
committee and a member of the executive and the 
nominating and corporate responsibility committees. 



P R I  N C  I PAL C O R P O R A T E  0 F F I C E RS 

WilliamT. Esrey Dennis E. Foster 
Chairman and Chief 
Executive Officer Operating Officer 

Ronald T. LeMay Division 
President and Chief 
Operating Officer J. Richard Devlin 
Long Distance Division 

Q.Wayne Peterson 
President and Chief 
Operating Officer Executive Vice President 
Local Telecommunications Chief Financial Ofleer 
Division 

President and Chief 

Cellular and mreless 

Executive Vice President 
Law and External Affairs 

Arthur B. Krause 

0 P E R A T  I NG C O M P A N Y  0 F F I C E RS 

Long Distance Division 

Robba L. Benjamin 
President 
Multimedia and 
Strategic Services 

Kevin E. Brauer 
President 
Business Services Group 

George N. Fuciu 
Senior Vice President 
Network and Information 
Systems 

William J. Gunter 
Senior Vice President 
Finance 

John R. Hoffman 
Senior Vice President 
External Affairs 

Christopher J. Rooney 
President 
Sprint International 

David R khmieg 
Senior Vice President 
Staff Operations 

Thomas E.Weigman 
President 
Consumer Services Group 

Local 
Telecommunications 
Division 

Dale L. Cross 
President and Chief 
Executive Officer 
Sprint/Un ited 
Telephone-Eastern 

Michael B. Fuller 
President and Chief 
Executive Officer 
Sprin t/United 
Telephone-Midwest 

Gene M. Betts 
Senior Vice President 
Corporate Finance 

John R Meyer 
Senior Vice President 
Controller 

Theodore H. Schell 
Senior Vice President 
Strategic Planning & 
Corporate Development 

Richard C. Smith, Jr. 

Senior Vice President 
Quality Development & 
Public Relations 

J, Darrell Kelley 
President 
Sprint/United 
Telephone- Florida 
SprintKentel-Florida 

A.Allan Kurtze 
Senior Vice President- 
Operations 

Steven L. McMahon 
President 
SprintKJnited 
Telephone- Northwest 

Randy W. Osler 
President 
Sprint/United Telephone- 
North Central 
SprintKentel-Illinois 

Dianne M. Ursick 
President 
SprintKentral 
Telephone-Nevada 

M. Jeannine Strandjod 
Senior Vice President 
Treasurer ? 

1. Benjamin Watson 
Senior Vice President 
Human Resources - 
Don A. Jensen 
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Vice President 
Secretan 

Cellular & Wireless 

George N. Hutton IV 
Executive Vice President- 
Operations 

Product Distribution1 
Directory Publishing 

William G. Obermayer 
President 
SprintlNorth Supply 

Robert J.Walsh 
President 
Sprint Publishing & 
Advertising 

SprintfCable Venture 
(with lele-Communications. 
Inc., Comczrt Corporation. 
Cox Communications. Inc.) 

Gary D. Forsee 
Interim Chief Executive 
Officer 

I 



SHAREHOLDER I N F O  RMATlO N 

Annual Meeting: The Annual Meeting will be held 
Tuesday. April IS. 1995 at the world headquarters. 
Formal notice of the Sprint annual meeting. proxy 
statement and proxy will be mailed to shareholders on 
or about March 9, 1995. 
Common Stock Dividends: Dividends on Sprint 
common stock, declared by the Board of Directors, 
are usually paid quarterly at the end of March, June. 
September and December. The exact record dates and 
payment dates are set by the Board of Directors. The 
last quarterly dividend payment in the Fourth Quarter 
1994 was 25 cents per share, or an indicated annual 
dividend of S I .OO per common share. 
Automatic Dividend Reinvestment Plan: Sprint 
offers a dividend reinvestment and stock purchase 
plan to registered shareholders at no commission or 
handling charge for purchases made with reinvested 
dividends and/or optional cash payments. Upon 
request. shareholders may obtain information about 
the plan from Shareholder Relations at the corporate 
headquarters. 
Form IO-K: Copies of Sprint’s Annual Report 
on Form 10-K to the Securit ies and Exchange 
Commission may be obtained by shareholders with- 
out charge from the Investor Relations Department at 
the corporate headquarters. 
Investor Inquiries: Security analysts, shareholders 
and investment professionals should direct inquiries 
regarding Sprint and its business to Investor Relations 
at the corporate headquarters. Copies of the investor 
supplement to the AMUI Report are available upon 
request through Investor Relations. 
Shareholder inquiries: Inquiries regarding stock 
transfers, lost certificates, direct deposit of dividends 
or address changes should be directed to the stock 
transfer agent, UMB Bank, n.a. at their address. 
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C O M M O N  STOCK DATA 

Market Price Per Share 
I994 1993 

End of End of 
High Low Period High Low Period 

IstQuarter 38% 32% 34% 31% 2 5 %  30% 
2ndQuarter 40% 33% 34% 35% 79% 35’4  
3rdQuarter 40% 34% 38% 3 7 4  33% 36% 
IthQuarter 38% 26% 21% 40% 31% 34% 

World Headquarters 
2330 Shawnee Mission Parkway 
Westwood Kansas 66205 

Mailing Address: 
Post Ofice Box I I3 I5 
Kansas City, Missouri 64 1 12 

Telephone: (9  13)  624-3000 
(800) 829-0965 

Quarterly Financial Information 
As a cost-saving measure, Sprint will not publish 
quarterly financial reports in 1995. Shareholders, 
however, can receive a faxed or mailed copy of 
the quarterly financial results upon request 
through Sprint’s toll-free Shareholder Information 
Line. Shareholders can dial 1-800-284-6977 to 
hear a recorded report on Sprint’s financial 
performance and request a copy of printed 
quarterly results. 

Investor Relations (913) 624-3344 

Shareholder Relations (9 13) 624-254 1 

Auditors 
Ernst & Young LLP, Kansas City, Missouri 

Stock Transfer Agent, Registrar 
and Dividend Paying Agent 

UMB Bank,n.a. 
Post Office Box 4 10064 
Kansas City, Missouri 64 14 1-0064 
(8 16) 860-7786 

Co-Transfer Agent and Registrar 
Chemical Bank 

New York, New York 

Dividend Reinvestment Agent 
UMB Bank, n.a. 

Kansas City, Missouri 

Stock Exchange Listings 
Common Stock 

New York Stock Exchange 
Chicago Stock Exchange 
Pacific Stock Exchange 

Convertible Preferred Stock 
New York Stock Exchange 

Stock Symbol FON 
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HOW TO R E A C H  U S  

We want you to be our customer. 
To order Sprint long distance 
residential service call 
I -800-PIN DROP (746-3767). 
To order long distance business 
service, call 1-800-877-2000. 
To order long distance service 
for the deaf and hard of hearing, 
call 1-800-773-4327. 

SPRINT WORLDWIDE 

HEADQUARTERS 

Post Office Box 1 13 15 
Kansas City. MO 641 12 L.S.A. 
(913) 624-3000 

SPRINT'S L O N G  DISTANCE 

DIVISION 

Business Services Group 
(Business. government and 
hospitality customers) 

Business Sales 
3 100 Cumberland Circle 
Atlanta. GA 30339 
(404) 859-5000 

Business Marketing 
8 140 Ward Parkway 
Kansas City, MO 641 14 
(9  13) 624-6000 

Business Operations and 
Government Systems Division 
1322 1 Woodland Park Road 
Herndon, VA 2207 1 
(703) 904-2000 

- : Hospitality Group 
2 925 Dillingham Boulevard 

Honolulu. HI 968 17-4506 
{ (808) 847-2 12 1 

0 

J 

Consumer Services Group 
(Residential customers) 
8 140 Ward Parklvay 
Kansas City. MO 641 I1 
(9  I3 ) 624-6000 

Multimedia 
(Telemedia. Video and Messaging) 
8 140 Ward Parkway 
Kansas City. MO 641 14 
(9  13 ) 624-6000 

Sprint International 
(International customers) 
I2490 Sunrise Valley Road 
Reston, VA 22096 
( 703 ) 689-6000 

SPRINT'S LOCAL 

TELECOMMUNICATIONS DIVISION 

SprindUnited Telephone-Eastern 

I20 1 Walnut Bottom Road 
Carlisle, PA 17013 
(7 17) 245-63 12 

SprindUnited Telephone-Florida 

SprintKentel-Florida 

555 Lake Border Drive 
Apopka, FL 32703 
(407) 889-6000 

SprintlMid-Atlantic Telecom 
141 11 Capital Boulevard 
Wake Forest, NC 27587 
(919) 554-7900 

SprindUnited Telephone-Midwest 
5454 West 110th Street 
Overland Park, KS 662 1 1 
(9  13) 345-7600 

SprintlCentral Telephone-Nevada 
330 South Valley View Boulevard 
Las Vegas. NV 89 I52 
(702)  877-7 17 1 

SprindUnited Telephone- 
North Central 

SprintKentel-Illinois 
665 Lexington Aenue  
Post Office Box 3555 
Mansfield OH 44907 
(419) 755-801 I 

SprintlUnited Telephone- 
Northwest 
902 Wasco Street 
Hood River. OR 9703 1 
(503) 386-221 1 

SPRINT'S CELLULAR A N D  

WIRELESS DIVISION 

Sprint Cellular 
8725 W. Higgins Road 
Chicago. IL 6063 1 
(3  12) 399-2644 

PRODUCT DISTRIBUTION A N D  

PUBLISHING SUBSIDIARIES 

SprindNorth Supply 
600 Industrial Parkway 
Industrial Airport, KS 6603 1 
(913) 791-7000 

Sprint Publishing &Advertising 
7015 College Boulevard 
Suite 400 
Overland Park. KS 662 1 1 
(913) 491-7000 

P 

2 Printed entirely on recycled 

t paper meeting o r  exceeding 
2 the Environmental Protection 

f Agency minimum requiremenu 
0 for recycled stock. 

c 



7 -Sprint 
Post Ofice Box 1 13 I5 
Kansas City. biissouri 641 I2 

1117 

17.4 

i4.0 ~ 3 . 9 ~ ~  

Ill 

$1 I .4 

110.4 

85 36 87 58 89 UO 91 92 93 94 

Sprint’s revenues have tripled 
since 1985. as the company 
expanded in local markets and 
diversified into long distance 
and wireless communications. 



EXHIBIT B 

Copy of Sprint's Form 10K filed with the Securities and Exchange Commission 

on March 31, 1995. 



UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

FORM 10-K 

[XI ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT 

For the fiscal year ended 

OF 1934 (FEE REQUIRED) 

December 31, 1994 

OR 

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE 
ACT OF 1934 (NO FEE REQUIRED) 

For the transition period from to 

Commission file number 1-4721 

SPRINT CORPORATION 
(Exact name of registrant as specified in its charter) 

KANSAS 48-0457967 
(State or other jurisdiction of‘ 

incorporation or organization) Identification No.) 
(IRS Employer 

P.O. Box 1 131 5. Kansas C i tv. Mi ss ouri 641 12 
(Zip Code) (Address of principal executive offices) 

Registrant’s telephone number, including area code (91 3) 624-3000 

Securities registered pursuant to Section 12(b) of the Act: 
Title of each class 

Preferred Stock, without par value 
First series, $7.50 stated value 
Second series, $6.25 stated value 

Common stock, $2.50 par value, and Rights 
(shares outstanding at February 1, 1995, 
348,326,042) Pacific Stock Exchange 

Name of each exchange on which registered 

New York Stock Exchange 
New York Stock Exchange 
New York Stock Exchange 
Chicago Stock Exchange 

Securities registered pursuant to Section 12(g) of the Act: None 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period 
that the registrant was required to file such reports), and (2) has been subject to such filing requirements 
for the past 90 days. 

Yes X No- 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not 
contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or 
information statements incorporated by reference in Part Ill of this Form 10-K or any amendment to this 
Form 10-K. [ ] 

Aggregate market value of voting stock held by non-affiliates at February 1, 1995 is $9,933,174,704. 

I 

Documents incoroorated bv reference. 

Registrant’s definitive proxy statement to be filed pursuant to Regulation 14A promulgated by the 
Securities and Exchange Commission under the Securities Exchange Act of 1934, which definitive proxy 
statement is anticipated to be filed within 120 days after the end of Registrant’s fiscal year ended 
December 31, 1994, is incorporated by reference in Part Ill hereof. 



EXHIBIT C 

List of the current officers and directors of ASC. 



ASC TELECOM, INC. 

DIRECTORS 

Richard H. Kalbrener 

Eric P. Tom 

OFFICERS 

Richard H. Kalbrener 

John P. Meyer 

M. Jeannine Strandjord 

Eric P. Tom 

Michael T. Hyde 

Michael D. Gardner 

Glenn Yamashita 

President 

Vice President and Controller 

Vice President and Treasurer 

Vice President 

Secretary 

Assistant Secretary 

Assistant Secretary 

I 8 



EXHIBIT D 

ASC proposed tariffs. 



ASC TELECOM, INC. Tariff No. 1 

Original Title Page 

Tariff Schedule 

Applicable To 

Interexchange Telephone Communications 

of 

ASC Telecom, Inc. 

ISSUED: Michael Gardner- Manager 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 

EFFECTTVE: 



I ASC TELECOM, INC. Tariff No. 1 

Original Page 1 

CHECK SHEET 

* Asterisk indicates changes in current tariff filing. Current sheets in this tariff are as follows. 

Page 
Title 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

Revision 
Original 
0rigI.d 
original 
0rigI.d 
Origlllal 
0rigI.d 
0rigI.d 
Original 
original 
Origlllal 
Original 
Origlllal 
0rigI.d 
Origld 
O r i g d  
original 
original 

ISSUED: EFFECTIVE: Michael Gardner- Manager 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 



ASC TELECOM. INC . Tariff No . 1 
Original Page 2 

TABLE OF CONTENTS 

Paae 
CHECK SHEET .................................................... .................... 1 

TABLE OF CONTENTS ............................................................ 2 

EXPLANATION OF SYMBOLS ................................................ 3 

APPLICATION OF TARIFF ...................................................... 4 

TERMS AND CONDITIONS ..................................................... 5 
DEFINITIONS ..................................................................... 5 
UNDERTAKING OF CARRIER .......................................... 6 
LIMITATION OF LIABILITY ............................................. 8 
USE OF SERVICE ............................................................... 8 

ESTABLISHMENT OF CREDIT ......................................... 8 
DEPOSITS AND ADVANCE PAYMENTS ......................... 8 
RENDERING AND PAYMENT OF BILLS ......................... 8 
DISCONTINUANCE OF SERVICE ..................................... 9 
CONTINulTy OF SERVICE ............................................... 9 
ADJUSTMENTS FOR MUNICIPALITY PAYMENTS ....... 9 
FEES .................................................................... 10 
COMMISSIONS ...................................................... 10 

. AGGREGATOR ...................................................... 10 

CUSTOMER APPLICATION FOR SERVICE ..................... 8 

SERVICE OFFERINGS ............................................................. 11 

OPERATOR SERVICES ...................................................... 13 
ASC TELECOM DEBIT CARD SERVICE .......................... 11 

USAGE UTES .......................................................................... 14 
ASC TELECOM DEBIT CARD SERVICE .......................... 14 
OPERATOR SERVICES ...................................................... 15 

PROMOTIONAL OFFERINGS ........................................ 16 

MUNICIPAL TAX SCHEDULE ................................................ 16 
. 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City. Missouri 64114-2006 



I '  

ASC TELECOM, INC. 
I '  

Tariff No. 1 

Original Page 3 

EXPLANATION OF SYMBOLS 

When changes are made on any tariff page, a revised page \$11 be issued canceling the tariff 
page affected; such changes will be identified through the use of the following symbols: 

(C) - To signify changed regulation or rate. 

(D) - To si@ the DeletiodDiscontinuance of rates, regulations, and/or text. 

(I) - To signify an Increase. 

(M)- To s i m  matter MovedRelocated within the tariff with no change to the 
material. 

(N) - To signify New text, regulation, service, and/or rates. 

(R) - To sign@ a Reduction. 

(T) - To signify a Text Change in tariff, but no change in rate or regulation. 

The above symbols will apply except where additional symbols are identified at the bottom of 
an individual page. 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 



ASC TELECOM, INC. Tariff No. 1 

Original Page 4 

1 .  APPLICATION OF TARIFF 

This tariff contains the regulations and rates applicable Eor the furnishing of telecommunications 
services provided by ASC Telecom, Inc. between and among points Within the state. 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 



ASC TELECOM, INC. Tariff No. 1 

Original Page 5 

2. TERMS AND CONDITIONS 

2.1 DEFINITIONS 

Certain terms used generally throughout this tariff for sekces  furnished by the Carrier are 
defined below. 

Carrier - ComDanv 

The terms "Carrier and Company" refer to ASC Telecom, Inc. unless they refer specifically 
to the Local Exchange Company (LEC). 

The term "Day" denotes 8:OO a.m. to 4 5 9  p.m. Id time at the originating terminal on 
Monday through Friday. 

Any person, fum, corporation, partnership or other entity which uses the services of the 
Carrier under the provisions oand regulations of this tariff. The End User is responsible 
for payment unless the charges for the services utilized are accepted and paid by another 
Customer. 

Eveninq 

The term "Evening" denotes 5:OO p.m. to 1059 p.m. local time at the originating terminal 
on Sunday through Friday. 

Holidavs 

The term "Holidays" denotes all Carrier specified holidays as follows: New Year's Day, 
President's Day, Independence Day, Labor Day, Thanksgiving Day and Christmas Day. 
Holiday rates are equal to the Evening rates for the time period 8:OO a.m. to 1059 p.m. 
and are at the Night rates from 11:OO p.m. to 7 5 9  a.m. on Monday through Friday. If the 
Holiday falls on a Saturday or Sunday, the Friday preceding the Holiday or the Monday 
following the Holiday is rated at ASC Telecom, Inc. Holiday rates. 

The term "Night" denotes 11:OO p.m. to 7 5 9  a.m. local time at the originating terminal 
on Monday through Friday, any time on Saturday, Sunday 8:OO a.m. to 4 5 9  p.m. and 
11:OO p.m. to 7 5 9  a.m. 

Michael Gardner- Manager 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 

EFFECTIVE: 



ASC TELECOM. INC. Tariff No. 1 

Original Page 6 

2. TERMS AND CONDITIONS (Continued) 

2.2 UNDERTAKTNG OF THE CARRIER 

ASC Telecom, Inc. undertakes to provide 24-hour intrastate, interstate and international 
long distance telephone service, subject to the availability of facilities, in accordance 
with the terms and conditions set forth in this tariff. 

ISSUED: Michael Gardner- Manager EFFECTIVE; 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 



ASC TELECOM, INC. Tariff No. 1 

Original Page 7 

2. TERMS AND CONDITIONS (Continued) 

2.3 LIMITATION OF LIABILIIY 

. 1 Liabilitv of the Carrier 

The liability of Carrier, if any, for damages arising out of mistakes, omissions, 
interruptions, delays, errors, or defects in transmission during the course of 
furnishing service shall in no event exceed an amount equivalent to the charge 
to Customer for the service during which such mistakes, omissions, interruptions, 
delay, errors, or defects in transmission occurred. However, any such mistakes, 
omissions, interruptions, delays, errors, or defects in transmission or service which 
are caused by or contributed to by the negligence or willful act of customer, or which 
arise from facilities or equipment used by Customer, shall not result in the imposition 
of any liability whatsoever upon Carrier. Carrier is not liable for the quality of service 
provided by any local exchange carrier. Carrier is not liable for any act, omission or 
negligence of any local exchange camer or other provider whose facilities are used in 
furnishing any portion of the service received by Customer. Under no circumstances 
whatever shall Camer or its officers, agents, or employees be liable for indirect, 
incidental, special or consequential damages. Canier shall not be liable for any failure 
of performance hereunder due to causes beyond its control, including but not limited to 
civil disorders, labor problems, and fire, flood, atmospheric conditions or other 
phenomena of nature, such as radiation. In addition, Carrier shall not be liable for any 
failure of performance hereunder due to necessary network reconfiguration, system 
modifications due to technical upgrades, or regulations established or actions taken by 
any court or government agency having jurisdiction over Carrier. 

.2 Ovemavment 

The Carrier shall not be obligated to refund any overpayment by a user unless a written 
claim for such overpayment, together with substantiating evidence which vi11 allow 
Camer to verify such claim, is submitted within two (2) years from the date of the 
alleged overpayment. 

.3 Disclaimer of Warranties 

Except as expressly provided in this tariff, Camer makes no understanding, agreements, 
representations or warranties, expressed or implied (including any regarding the 
merchantability or fitness for a particular purpose). - 

.4  Refunds for Intermution or Imuairment to Carrier Service 

It shall be the obligation of the customer to immediately notie the Camer of any 
service interruption. 

ISSUED: Michael Gardner- Manager EFFECTIVE; 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 



- 
ASC TELECOM, INC. Tariff No. 1 

Original Page 8 

2. TERMS AND CONDITIONS (Continued) 

2.4 USE OF SERVICE 

Neither subscribers nor their authorized users may use the services furnished by the 
Carrier for any unlawful purpose. 

2.5 CUSTOMER APPLICATION FOR SERVICE 

Service requests will be honored by telephone andor through telephone confirmation 
with the local exchange company. 

2.6 ESTABLISHMENT OF CREDIT 

Carrier reserves the right to examine the credit record and check the references of all 
applicants and customers. 

2.7 DEPOSITS AND ADVANCE PAYMENTS 

Carrier does not collect deposits or advance payments at this time. 

2.8 RENDERING AND PAYMENT OF BILLS 

.1  Billing periods are monthly. 

.2 The billing date is dependent on the billing cycle assigned to the customer. 

.3 Bills are due and payable as the Local Exchange Camer dictates. Additional fees 
for late payment may be assessed as determined by the Local Exchange Carrier. 

.4 Bills may be paid by mail or in person at the business offices of the Local Exchange 
Camer. All charges for service are payable only in United States currency. Payment 
may be made by cash, check, money order, or cashier's check. 

.5 Carrier is not responsible for local telephone charges incurred by Customer in gaining 
access to Carrier's network. 

.6 Connection fees and usage and monthly access fees are billed in arrears. 

.7 The customer will be billed for and is liable for payment of all applicable federal, state 
and local taxes and surcharges. 

- 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City, hlissouri 64114-2006 



ASC TELECOM, INC. Tariff No. 1 

Original Page 9 

2. TERMS AND CONDITIONS (Continued) 

2.9 DISCONTINUANCE OF SERVICE 

Service continues to be provided until canceled, by Customer, in writing, or until canceled 
by Carrier as set forth below. 

2.11 

2.1 

Cancellation by Customer - Customer may have service discontinued 30 days after giving 
notice to Camer. Carrier will hold customer responsible for payment of all bills for service 
fumished until the cancellation date specified by the customer or until 30 days after the 
cancellation notice is received. 

.2 Cancellation by Carrier - Carrier may immediately discontinue service or cancel any 
application for service without incurring any liability when there is an unpaid bill for any 
sum due to the Camer for service that is more than 30 days beyond the date of issue. 

C O N T M u r r y  OF SERVICE 

In the event of foreknowledge of an interruption of service for a period exceeding 24 hours, 
the customer will be notified in writing, by mail, at least one week in advana. 

ADJUSTMENTS FOR MUNICIPALITY PAYMENTS 

When any municipality, or other political subdivision or local agency of government imposes 
upon and collect from the Camer a gross receipts tax, occupation tax, license tax, permit fee, 
franchise fee or any such other tax, such taxes and fees shall, insofar as practicable, be 
billed pro rata to the Carrier's customers receiving service within the territorial limits of such 
municipality, other political subdivision or local agency of government. 

2.12 Demonstration of Calls 

From time to time the company shall demonstrate service by providing free test calls of up 
to four minutes duration over its network. 

2.13 FEES 

No fees are collected from the end user in addition to the charges as specified in Section 4. - 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 



ASC TELECOM, INC. 

2. TERMS AND CONDITIONS (Continued) 

Tariff No. 1 

Original Page 10 

2.14 Commissions 

No commissions are collected &om the end user in addition to the charges specified 
in Section 4. 

2.15 Agereeator Surcharrres 

At the option of the Aggregator, a per-call Aggregator Surcharge may apply for use 
of the Aggregator’s telecommunications facilities and equipment. Surcharge amount 
is listed in Section 4.2.3. No other charge beyond the rates listed in Section 4.2 of this 
W a r e  billed to the end-user by ASC Telecom Inc. for calls made using the company’s 
service 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 
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Tariff No. 1 

1 .  

Original Page 11 

3. SERVICE AND RATE DESCRIPTION 

. 1 ASC Telecom Debit Card Service 

The ASC Telecom Debit Card allows customers to pay a fixed dollar amount in 
advance for long distance calling over ASC Telecom’s network. Customers use 
an “800” number for access from touch tone phones. Customers can place 
domestic and international direct dial calls using the service. Cards are 
decremented for each minute or fractional minute of use as set forth below. 
As calls are placed., charges for the call are deducted on a real time basis until 
the full amount of the card is exhausted. Customers will be notified in advance 
of the exhaustion of the card. An expiration date, if applicable, is printed on the 
card. The rates paid by the customer until the card is exhausted are the rates in 
effect at the time the card is purchased. Debit Card accounts may be replenished 
at the rates specified for replenished cards. 

The following types of calls m y  not be completed using the ASC Debit Card: 

* 
* calls to directory assistance 
* operator assisted calls 
* conferencecalls 
* 

calls to 700,800, and 900 numbers 

calls requiring time and/or charges 

The ASC Debit Card is available twenty-four hours a day, seven days a week. The 
cards will be offered to customers on a first serve basis and may be offered in 
conjunction with other ASC products. 

ISSUED: Michael Gardner- Manager EFFECTIVE; 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 
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ASC TELECOM, INC. Tariff No. 1 

Original Page 12 

3. SERVICE AND RATE DESCRIPTION (Continued) 

. 1 ASC Telecom Debit Card Service (Continued) . 
. 1 Original Purchase Debit Card Accounts 

An ASC Telecom Debit Card account is established upon receipt of payment by 
the Company. When an original purchase account is established, the Company 
will assign an Account CoddAuthorization Code to the account. The Company 
reserves the right to determine the acceptable types of payment. Original 
purchase accounts are available for use at the rates as set forth in section 4 of 
thistad. 

1 intrimate minute of use = 1 unit 

(intrastate minutes of use unit equivalency and rate per minute may vary) 

.2 Redenishment of Debit Card Accounts 

An ASC Telecom Debit Card account may replenished via ar “800” number. 
To replenish an existing Debit Card account, the customer must use a 
commercial credit card. The Company reserves the right to determine the 
acceptable types of credit cards. Replenished accounts are available for use 
at the rates as set forth in Section 4 of this tariff. 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 
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ASC TELECOM, INC. 

3. SERVICE AND RATE DESCRIPTION (Continued) 

.2 Ouerator Services 

Tariff No. 1 

Original Page 13 

. 1 DescriDtion of Service 

Operator Services are available from specific locations within the state, for 
a charge. 

Access to Operator Service can be obtained by the following dialing methods. 

- 
- 

“00” from a telephone subscribed to ASC in a FGD area. 
“0 + (NPA-NXX-XXXX)” from a telephone subscribed to ASC in a FGD area. 

The Directory Assistance Call Completion Charge applies to both ASC and non-ASC 
subscribers who access a ASC operator and request the operator to obtain a telephone 
number from D.A. and then have the operator complete the call to the requested number. 

NOTE: If a ASC operator completes a call to the requested number, the Directory 
Assistance Call Completion Call Placement Charge (plus ASC usage charges) is 
applicable in lieu of a D.A. surcharge. When the call is not completed to the called 
party by the ASC Operator, the Station-to-Station Call Placement Charge and D.A. 
surcharge will apply. 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 
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ASC TELECOM, INC. 

4. USAGERATES 

Tariff No. 1 

Original Page 14 

. 1 ASC Telecom Debit Card Service 

1 Original Purchase Debit Card Accounts 

usage 
Card Value Rate 

$05.00 $.OO 
$10.00 so0 
$20.00 $.OO 
$50.00 $.OO 

. 1 Redenishment of Debit Card Accounts 

usage 
Card Value - Rate 

$05.00 so0 
$10.00 %.OO 
$20.00 $.OO 
$50.00 so0 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City, Missouri 61114-2006 
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ASC TELECOM, INC. Tariff No. 1 

Original Page 1s 

4. USAGE RATES (Continued) 

.2 ODerator Services 

Operator Services are available twenty-four (24) hours a day, seven (7) days a week. 
Calls that begm in one rate period and terminate in another rate period will be 
prorated accordingly. 

. 1 Per-Minute Usage Rates* 

Initial Minute Additional Minute 
Night/ Night/ 

Mileaee & Evening Weekend Evening Weekend 
0-10 .oooo .oooo .oooo .oooo .oooo .oooo 

11-22 .oooo .oooo .oooo .oooo .oooo .oooo 
23-55 .oooo .oooo .oooo .oooo .oooo .oooo 

56-124 .oooo .oooo .oooo .oooo .oooo .oooo 
125-292 .oooo .oooo .oooo .oooo .oooo .oooo 

293+ .oooo .oooo .oooo .oooo .oooo .oooo 

*Each fractional call is rounded up to the next minute. 

.2 Call Placement Charges 

Call placement charges apply in addition to the Operator Services per-minute usage 
rates above. 

Per-Call Charge 
Operator Dialed* $0.00 
Person-to-Person $0.00 
Station-to-Station $0.00 
LEC Calling Card Automated** $0.00 
LEC Calling Card Operator Assisted** $0.00 
Directory Assistance $0.00 

*Applies in addition to all Station-to-Station, Person-to-Person, and LEC Calling 

**ASC Telecom, Inc. accepts only cards which it can identify as valid. 
Card "00" calls. 

.3 A m g a t e  Surcharge - 
A pass through charge billed on behalf of the aggregator may be assessed to each 
call completed by ASC Telecom, Inc. 

Per-Call Charge: $.OOOO 

ISSUED: Michael Gardner- Manager EFFECTTVE: 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 
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ASC TELECOM, INC. Tariff No. 1 

Original Page 16 

5 .  PROMOTIONAL OFFERINGS 

The Carrier may from time to time engage in special promotional service offerings designed 
to attract new customers or to increase existing customer's awareness of a particular tariff 
offering. These offerings may be limited to certain dates, times and/or locations. Requests 
for specific limited duration promotional offerings will be presented to the Commission in 
accordance with the N I ~ S  and regulations established by the Commission in the form of a 
letter to the Commission. 

ISSUED: Michael Gardner- Manager EFFECTIVE: 
8140 Ward Parkway 

Kansas City, Missouri 64114-2006 



EXHIBIT E 

A copy of a map of Arizona where ASC will provide intrastate interexchange 

services. 
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666 - Phoenix 
668 - Tucson 
980 - Navajo Indian Reservation 

C o p y r i g h t  1987, CCMI/McGraw-Hill  



EXHIBIT F 

Arizona authorization to transact business and a Arizona certificate of Good 

Standing. 



OFFICE OF THE 

CORPORATION COMMISSION 

To all to Whom these Presents shall Come, Greeting: 

I, the Executive Secretary of the Arizona Corporation Commission, DO HEREBY 
CERTIFY that 

***ASC TELECOM, INC.*** 

KANSAS 

27th December 
a corporation organized under the laws of the jurisdiction of 

, was on the day of Y 

94 19 , authorized to transact business in the State of Arizona as a Foreign corporation. 

I FURTHER CERTIFY that this corporation has filed all affidavits and annual 
reports and paid all annual filing fees required to date and, therefore, is in good standing in 
this State. 

IN WITNESS WHEREOF, I have hereunto 
set my hand and affixed the official seal 
of the Arizona Corporation Commission. 
Done at Phoenix, the Capital, this 
11th October 

19-, 95 A.D. 
- day of 9 

I D  

Wxecutive secretary 

CIF: 0044 Rev. 10/93 



A R  I20 N A  COR PORATION COM M I S S l O N  

I L , ’ L 7 / ’ 3 4  

A:;C TELECOM, I N C .  

we a r e  p l e a s e d  CO notify YOU that your Application for Authority to 
trancact b u s i n e s s  h Arizona was approved and filed on 

you mgst Publish a COPY of Your Application for Authority WITHIN SLXTY ( 5 0 )  
D A Y S  from the  File Date. The publication must be in a newspaper of general 
circula:ion in MARTCOPA County, for three ( 3 )  con- 
sccutive publ:ca:ions. 

NINETY (90) DAYS from the Fi le  Date. 

13/97!gA . 

An Affidavit from the newspaper, evidencing such 
must be delivered to the Commission for filing WITHIN 

~ 1 1  corpcrations transacting business in Arizona are required to file an 
Annual Report with the Commission, no later than the 15th day of the 
fourth (4th) non:h follo;Jing the close of each fiscal year. Your fisc21 
)‘air cnd is 12/31/95 . A preprinted Annual Report form w i l l  
be tailed t a  you during that non:h. 

~f 
r.c (602)542-3135 or Toll Free (Arizona residents only) 1-800-345-5819. 

hz‘i’e any questions or need further information, please contact US 

CHRISTINE GARZA 



EXPEDITED 

DELIVERED 
~' AZ CORP. COMMISSION 

OEC 2 7 1994 
DEC 2 f 1994 

FILED BY APPLICATION FOR AUTHORITY TERM / .& 
DATE /2- L/-?C/ 

ASC TnECOM,  INC. 
Exact Corporate Name 

TO: ARIZONA CORPORATION COMMISSION 

PURSUANT TO Tt PRO /ISIONS OF SECTIONS 10-1 10, 10-1 11 and 10-1 18, ARIZOP BI SINESS 
CORPORATION ACT, THE UNDERSIGNED CORPORATION HEREBY APPLIES FOR AUTHORITY TO 
TRANSACT BUSINESS IN ARIZONA. 

FIRST: This application IS: 

-- x ( 1 )  

(2 )  

An original application pursuant to A.R.S.Sec. 10-1 10. 

An application for new authority pursuant to  A.R.S. Sec. 10-1 18  as a 
result of: 

(a) A change in the corporation's name as set forth in the 
second paragraph. 

(b) A desire to pursue in this State different or additional 
purposes than those set forth in the corporation's prior 
Application for Authority as more fully described in the 
ninth paragraph herein. 

SECOND: The name of the corporation is: ASC TELECOM, INC. 

THIRD: If the name of the corporation does not contain the word "association", "bank", 
"corporation", "company", "incorporated" or "limited" or does not contain an 
abbreviation of one of such words, then the name of the corporation with the word or 
abbreviation which it elects to add thereto for use in ARIZONA is: 

FISCAL YEAR END: 12/31 

(1) 



FOclRTH: 

FIFTH: 

SIXTH: 

I SEVENTH : 

EIGHTt., 

NINTH: 

It is incorporated under the laws of 

The date of its incorporation is 

and the period of i ts duration is Perpetual 
The address of its principal office in the jurisdiction under the laws of the state or county in which it 
I S  incorporated IS: 2330 Shawnee Mission Parkway, Westwood, KS 66205 

Kansas 

SI36194 

The address of the proposed known Place of business in Arizona IS: 

In care of Statutory Agent. 
0 

The name of the proposed statutory agent in Arizona is: 

The Prentice-Ball Corporation System, Inc. 

7037 North 11th Street, Phoenix, AZ 85020 

A brief statement of the character of the business which the corporation initially intends to conduct in 
Arizona and the purpose for which the corporation is organized IS: t o  engage in the telecommuni- 
cations business 

TENTH: 

NAME 

and the transaction of all lawful business for which corporations may be incorporated under the 

Arizona Business Corporation Act. 

The names and respective addresses of its directors and officers are: 

OFFICE ADDRESS DATE OF TAKING OFFICE 

See attached 

ELEVENTH: 

Number of 
Shares 

1,000 

TWELFTH : 

Number of 
Shares 

100 

The aggregate number of shares which it IS authorized to issue, itemized by class, par value of shares, 
shares without par value, and series. If any. within a class IS: 

Par Value Per Share or 
Statement That Shares Are 

Class Series Without Par Value 

Colmnon $1.00 

The aggregate number of its issued shares. itemized by class, par value of shares, shares without 
par value, and series, if any, within a class is: 

Class Series 

Par Value Per Share or 
Statement That Shares Are 
Without Par Value 

Common $1.00 

THIRTEENTH: The amount of its stated capital, as defined in the Arizona Business Corporation Act is: 

$ 100.00 

CF: 0024 
Rev. 5193 

(2)  
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FOURTEENTH 
t 

FIFTEENTH: 

The application is accompanied by a copy of i ts Articles of Incorporation and all amend- 
ments thereto, duly authenticated vdithin 60 days of delivery Of these documents, by the 
proper officer of the State or County under the laws of which it IS incorporated. 

Has any person(s):(a) serving either by election or appointment as an officer, director or 
trustee, incorporator of the corporation, (b) controlling or holding 20% of the propriety, 
beneficial or membership interest in the corporation, served in any such capacity or held 
such interest in any corporation which has been placed in bankruptcy or receivership or had 
its charter revoked? 

YES NO x 

If your answer to  the above question is "YES", you MUST attach the following information for 
each such corporation: 

1 .  Name and address of the corporation 
2. Full name, including aliades) and address(es1 of each person or person(s1 involved. 
3. Statels) in which the corporation: 

(a) Was incorporated 
(b) Has transacted business 

4. Dates of corporate operation 
5. A description of the bankruptcy, receivership or charter revocation, including the date, the 

court agency involved, and the file or cause number of the case. 

SIXTEENTH: Under penalties of law, I declare that I will comply with the provisions of A.R.S. Sec. 10-128.01 

Under penalties of law, I declare that I have examined this application and to the best of my 
knowledge and belief it is true, correct and complete. 

BSC TELECOW, INC. 
_. "- 

K 
By: 

me Rentic84a.U brporatioa System. Inc. having been designated to act us Statutory Agent, 
herebv Consent to  act in that capacity until removed or resignation is submitted in asordance with the Arizona 

Revised Statutes. 

CF: 0024 
Rev. 51'93 



EXHIBIT G 

Copies of the Kansas Articles of Incorporation and Bylaws of ASC TELECOM, 

INC. 



I .  
I '  .. - 

I 

ST ATE OF KANS:AS- 
OFFICE OF 

SECKET.AR1' O F  ST.ATE Sy i 3 
BILL GRAVES 

- . .  ,. 

a o  all to fi?ipt t)Tese presents shall c m ,  @reetin$s: 

I. Bill Gra\-es, Secretary of State of the State of Kansas. do 

hereb!- certifi- that the attached is a true and correct cop!. of an 

original on file and of record in this office. 

In testimony whereof: 

I hereto set my hand and cause to be affixed my 

official seal. Done at the Citl, of Topeka 011 the  

date below: A& 2 6 89.  

BILL'GRXVES 
SECRETARY OF s - 1 x - E  



I ’  < . .  
____ 
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ARTICLES OF INCORPORATION 
OF 

ASC TELECOM, INC. 

FIRST 
Name - 

The name of the Corporation is ASC Telecom, Inc. 

SECOND 
Registered Oflice 

The registered office of the Corporation in the State of Kansas is located at 534 
South K m s  Ateme, S i t e  1108, Topeka, Kansas 66603, County of Shawnee. The 
name of its registered agent at such address is The Prentice-Hall Corporation System, Inc. 

THIRD 
Nature of Business 

The nature &he business or purposes to be conducted by the Corporation is: 

To engage in the telecommunications business; and to engage in any lawfid act or 
activity for which corporations may be organized under the General Corporation Code of 
the State of Kansas. 

:c 

c: 
- 
- 
I 

FOURTH 
Stock 2 -5 

The total number of shares of stock which the Corporation shall have authority tG: ‘ C  

issue is 1,000 shares of common stock, each of such shares of common stock to have a - - 
par value of One Dollar ($1.00) per share, and may be issued by the Corporation from - 
time to time for such consideration as fixed from time to time by the Board of Directors. ,I 

Each stockholder of the Corporation shall be entitled to one vote for each share of 
stock held of record on the books of the Corporation. 

FIFrH 
Incorporator 

The name and mailing address of the incorporator is as follows: 

Michael T. Hyde, 2330 Shawnee Mission Parkway, Westwood, Kansas 66205 



--- ----I-_______ . 1 '  
SIXTH 

Eris tence 

The Corporation shall have perpetual existence. 

SEVENTH 
Bylaws 

The Board of Directors is authorized to make, alter or repeal the Bylaws of the 
Corporation. 

EIGHTH 
1Sleriiqs OT Stockhoiders 

Meetings of stockholders shall be held at such place, within or without the State of 
Kansas, as may be designated by or in the manner provided in the Bylaws, or, if not so 
designated, at the registered office of the Corporation in the State of Kansas. 

NINTH 
Limitation of Liability 

,. 
a 

No director of the Corporation shall be personally liable to the Corporation or its 
stockholders for monetary damages for breach of fiduciary duty by such director as a 
director, provided, howewer, that this ARTICLE NINTH shall not eliminate or limit the 
liability of a director to the extent provided by applicable law (i) for any breach of the 
director's duty of loyalty to the Corporation or its stockholders, ( i )  for acts or omissions 
not in good faith or which involve intentional misconduct or a knowing violation of law, 
(iii) under K.S.A. 17-6424 and amendments thereto or (iv) for any transaction from which 
the director derived an improper personal benefit. No amendment to or repeal of this 
ARTICLE NINTH shall apply to or have any effect on the liability or alleged liability of 
any director of the Corporation for or with respect to any acts or omissions of such 
diieciar c;t;iui-ring prior io silci; ilrrienimti:: or repcai. 

TENTH 
Insolvency 

Whenever a compromise or arrangement is proposed between this Corporation 
and its creditors or any class of them or between this Corporation and its stockholders or 
any class of them, any court of competent jurisdiction within the State of Kansas, on the 
application in a summary way of this Corporation or of any creditor or stockholder thereof 
or on the application of any receiver or receivers appointed for this Corporation under the 
provisions of K.S.A. 17-6901 and amendments thereto, or on the application of trustees in 
dissolution or of any receiver or receivers appointed for this Corporation under the 
provisions of K.S.A. 17-6808 and amendments thereto, may order a meeting o.f the 

2 
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creditors or class of creditors, or of the stockholders or class of stockholders of this 
Corporation, as the case may be, to be summoned in such manner as the court directs. I fa  
majority in number representing three-fourths in value of the creditors or class of 
creditors, or of the stockholders or class of stockholders of this Corporation, as the case 
may be, agree to any compromise or arrangement and to any reorganization of this 
Corporation as a consequence of such compromisi or arrangement and the reorganization, 
if sanctioned by the court to which the application has been made, shall be binding on all 
the creditors or class of creditors, or on all the stockholders or class of stockholders, of 
this Corporation, as the case may be, and also on this Corporation. 

ELEVENTH 
Amendment 

The Corporaiion reserves the right to amend, alter or repeal any provision 
contained in these Articles of Incorporation in the manner now or hereafter prescribed by 
statute, and all rights of stockholders herein are subject to this reservation. 

THE UNDERSIGNED, being the incorporator above named, for the purposes of 
forming a corporation pursuant to the General Corporation Code of the State of Kansas, 
has signed this instrtiment on the =day of 
acknowledge that it is his act and deed and 

1994, and does thereby 
stated therein are true. 

\u T- k / /L  
Michael T. Hyde 

STATE OF KANSAS ) 

COUNTY OF JOHNSON ) 
) ss: 

K Be it remembered that on thi& day of A u +  1994 personally came before 
me Michael T. Hyde, party to the foregoing Certificate of Incorporation, known to me 
personally to be such, and acknowledged the said certificate to be his act and deed and 
that the facts stated herein are true; and that the signature of Michael T. Hyde is his own 

under my hand and s e i  of office the day and year aforesaid. 

3 



ASC TELECOM, INC. 

BYLAWS 

ARTICLE ONE 

STOCKHOLDERS 

Section 1.1. Annual Meetings. An annual meeting of stockholders of the 
Corporation to elect directors and transact such other business as may properly be 
presented to the meeting shall be held at such place, within or without the State of Kansas, 
as the Board of Directors may from time to time fix, at 1O:OO a.m., or such other time as 
may be designated by the Board of Directors, on the fourth Tuesday in August in each 
year or, ifthat day shall be a legal holiday in the jurisdiction in which the meeting is to be 
held, then on the next day not a legal holiday. 

Section 1.2. Special Meetings. A special meeting of stockholders may be called 
at any time by the Board of Directors, the Executive Committee or the President and shall 
be called by any of them or by the Secretary upon receipt of a written request to do so 
specifying the matter or matters, appropriate for action at such a meeting, proposed to be 
presented at the meeting and signed by holders of record of a majority of the shares of 
stock that would be entitled to be voted on such matter or matters if the meeting were 
held on the day such request is received and the record date for such meeting were the 
close of business on the preceding day. Any such meeting shall be held at such time and at 
such place, within or without the State of Kansas, as shall be detennined by the body or 
person calling such meeting and as shall be stated in the notice of such meeting. 

Section 1.3. Notice of Meeting. For each meeting of stockholders written notice 
shall be given stating the place, date and hour, and in the case of a special meeting, the 
purpose or purposes for which the meeting is called and, if the list of stockholders 
required by Section 1.10 is not to be at such place at least 10 days prior to the meeting, 
the place where such list will be. Except as otherwise provided by Kansas law, the written 
notice of any meeting shall be given not less than 10 nor more than 60 days before the date 
of the meeting to each stockholder entitled to vote at suchmeeting. If maded, notice shall 
be deemed to be given when deposited in the United States mail, postage prepaid, directed 
to the stockholder at his address as it appears on the records of the Corporation. 

Section 1.4. Nominations. Nominations of persons for election to the Board of 
Directors of the Corporation at a meeting of the stockholders may be made by or at the 
direction of the Board of Directors or may be made at a meeting of the Stockholders by 
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any stockholder of the Corporation entitled to vote for the election of Directors at the 
meeting. 

Section 1.5. Quorum. Except as otherwise required by law or the Articles of 
Xncorporation, the holders of record of a majority of the shares of stock entitled to be 
voted present in person or represented by proxy at a meeting shall constitute a quorum for 
the transaction of business at the meeting, but in the absence of a quorum the holders of 
record present or represented by proxy at such meeting may vote to adjourn the meeting 
from time to time, without notice other than announcement at the meeting, until a quorum 
is obtained. At any such adjourned session of the meeting at which there shall be present 
or represented the holders of record of the requisite number of shares, any business may 
be transacted that might have been transacted at the meeting as originally called. 

Section 1.6. Chairman and Secretary at Meeting. At each meeting of 
stockholders the President of the Corporation, or in his absence or inability to act, the 
person designated by the Board of Directors, shall preside as chairman of the meeting; if 
no person is so designated, then the stockholders present at the meeting shall choose a 
chairman by plurality vote. The Secretary, or in his absence a person designated by the 
chairman of the meeting, shall act as secretary of the meeting. 

Section 1.7. Voting; Proxies. Except as otherwise provided by law or the 
ruticles of Incorporation, and subject to the provision of Section 1.1 1 : 

(a) At every meeting of the stockholders each stockholder shall be entitled 
to one vote for each share of capital stock held by him. 

(b) Each stockholder entitled to vote at a meeting of stockholders or to 
express consent or dissent to corporate action in writing without a meeting 
may authorize another person or persons to act for him by proxy. 

(c) Each matter, other than election of directors, properly presented to any 
meeting shall be decided by a majority of the votes cast on the matter. 

(d) Election of directors and the vote on any other matter presented to a 
meeting shall be by written ballot. 

Section 1.8. Adjourned Meetings. A meeting of stockholders may be adjourned 
to another t h e  or place as provided in Section 1.5. Unles? the Board of Directors fixes a 
new record date, stockholders of record for an adjourned meeting shall be as originally 
determined for the meeting from which the adjournment was taken. If the adjournment is 
for more than 30 days, or if after the adjournment a new record date is fixed for the 
adjourned meeting, a notice of the adjourned meeting shall be given to each stockholder of 
record entitled to vote. At the adjourned meeting any business may be transacted that 
might have been transacted at the meeting as originally called. 



Section 1.9. Consent of Stockholders in Lieu of Meeting. Any action that may 
be taken at any annual or special meeting of stockholders may be taken without a meeting, 
without prior notice and without a vote, if a consent in writing, setting forth the action so 
taken, shall be signed by all of the holders of outstanding stock entitled to vote thereon. 

Section 1.10. List of Stockholders Entitled to Vote. Before every meeting of 
stockholders a complete list of the stockholders entitled to vote at the meeting, arranged 
in alphabetical order and showing the address of each stockholder and the number of 
shares registered in the name of each stockhoider, shall be prepared and shall be open to 
the examination of any stockholder for any purpose germane to the meeting, during 
ordinary business hours, for a period of at least 10 days prior to the meeting, either at a 
place within the city where the meeting is to be held, which place shall be specified in the 
notice of the meeting, or, if not so specified, at the place where the meeting is to be held. 
Such list shall be produced and kept at the time and place of the meeting during the whole 
time thereof and may be inspected by any stockholder who is present. 

Section 1.11. Fixing of Record Date. In order that the Corporation may 
determine the stockholders entitled to notice of or to vote at any meeting of stockholders 
or any adjournment thereof, or. to express consent to corporate action in writing without a 
meeting, or entitled to receive payment of any dividend or other distribution or allotment 
of any rights, or entitled to exercise any rights in respect of any change, conversion or 
exchange of stock or for the purpose of any other lawful action, the Board of Directors 
may fix, in advkce, a record date, which shall not be more than 60 nor less than 10 days 
before the date of such meeting, nor more than 60 days prior to any other action. If no 
record date is fixed, the record date for determining stockholders entitled to notice of or 
to vote at a meeting of stockholders shall be at the close of business on the day next 
preceding the day on which notice is given, or, if notice is waived, at the close of business 
on the day next preceding the day on which the meeting is held; the record date for 
determining stockholders entitled to express consent to corporate action in writing 
without a meeting, when no prior action by the Board of Directors is necessary, shall be 
the day on which the first written consent is expressed; and the record date for any other 
purpose shall be at the close of business on the day on which the Board of Directors 
adopts the resolution relating thereto. 

ARTICLE TWO 

DIRECTORS 

Section 2.1. Number; Term of Oflice; Qualific&ions; Vacancies. The 
business and affairs of the Corporation shall be managed by or under the direction of a 
Board of Directors. The number of directors that shall constitute the whole Board shall be 
determined by action of the Board of Directors taken by the affirmative vote of a majority 
of the whole Board. Directors shall be elected at the annual meeting of stockholders to 
hold office, subject to Sections 2.2 and 2.3, until the next annual meeting of stockholders 
and until their respective successors are elected and qualified. Vacancies and newly 
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created directorships resulting from any increase in the authorized number of directors 
may be filled by a majority of the directors then in office, although less than a quorum, or 
by the sole remaining director, and the directors so chosen shall hold office, subject to 
Sections 2.2 and 2.3, until the next annual meeting of stockholders and until their 
respective successors are elected and qualified. 

Section 2.2. Resignation. Any director of the Corporation may resign at any 
time by giving written notice of such resignation to the Board of Directors, the President 
or the Secretary of the Corporation. Any such resignation shall take effect at the time 
specified therein or, if no time be specified, upon receipt thereof by the Board of Directors 
or one of the above-named officers; and, unless specified therein, the acceptance of such 
resignation shall not be necessary to make it effective. When one or more directors shall 
resign fiom the Board of Directors effective at a fbture date, a majority of the directors 
then in office, including those who have so resigned, shall have power to fill such vacancy 
or vacancies, the vote thereon to take effect when such resignation or resignations shall 
become effective, and each director so chosen shall hold office as provided in these 
Bylaws in the filling of other vacancies. 

Section 2.3, Removal. Any director or the entire Board of Directors may be 
removed, with or without cause, by the holders of a majority of the shares then entitled to 
vote at an election of Directors. 

d 

Section 2.4. Regular and Annual Meetings; Notice. Regular meetings of the 
Board of Directors shall be held at such time and at such place, within or without the State 
of Kansas, as the Board of Directors may from time to time prescribe. No notice need be 
given of any regular meeting, and a notice, if given, need not specifj. the purposes thereof 
A meeting of the Board of Directors may be held without notice immediately after an 
annual meeting of stockholders at the same place as that at which such meeting was held. 

Section 2.5. Special Meetings; Notice. A special meeting of the Board of 
Directors may be called at any time by the Board of Directors, the Executive Committee, 
the President or any persan acting in the place of the President and shall be called by any 
one of them or by the Secretary upon receipt of a written request to do so specieng the 
matter or matters, appropriate for action at such a meeting, proposed to be presented at 
the meeting and signed by at least two (2) directors. Any such meeting shall be held at 
such time and at such place, within or without the State of Kansas, as shall be determined 
by the body or person calling such meeting. Notice of such meeting stating the time and 
place thereof shall be given (a) by deposit of the notice inJhe United States mail, first- 
class, postage prepaid, at least two days before the day fixed for the meeting addressed to 
each Director at his address as it appears on the Corporation's records or at such other 
address as the director may have hrnished the Corporation for that purpose, or (b) by 
delivery of the notice similarly addressed for dispatch by telegraph, cable or radio or by 
delivery of the notice by telephone or in person, in each case at least 24 hours before the 
time fixed for the meeting. 
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Section 2.6. Presiding Oflicer and Secretary at Meetings. Each meeting of the 
Board of Directors shall be presided over by the President or in his absence by such 
member of the Board of Directors as shall be chosen by the meeting. The Secretary, or in 
his absence an Assistant Secretary, shall act as secretary of the meeting, or if no such 
officer is present, a secretary of the meeting shall be designated by the person presiding 
over the meeting. 

Section 2.7. Quorum. A majority of the whole Board of Directors shall 
constitute a quorum for the transaction of business, but in the absence of a quorum a 
majority of those present (or if only one be present, then that one) may adjourn the 
meeting, without notice other than announcement at the meeting, until such time as a 
quorum is present. Except as may otherwise be required by the Articles of Incorporation 
or the Bylaws, the vote of the majority of the directors present at a meeting at which a 
quorum is present shall be the act of the Board of Directors. 

Section 2.8. Meeting by Telephone. Members of the Board of Directors or of 
any committee thereof may pmjcipate in meetings of the Board of Directors or of such 
committee by means of conference telephone or similar communications equipment by 
means of which all persons participating in the meeting can hear each other, and such 
participation shall constitute presence in person at such meeting. 

Section 2.9. Action Without Meeting. Any action required or permitted to be 
taken at any meeting of the Board of Directors or of any committee thereof may be taken 
without a meeting if all members of the Board of Directors or of such committee, as the 
case may be, consent thereto in writing and the writing or writings are filed with the 
minutes of proceedings of the Board of Directors or of such committee. 

Section 2.10. Executive and Other Committees. The Board of Directors may, 
by resolution passed by a majority of the whole Board of Directors, designate an 
Executive Committee and one or more other committees, each such committee to consist 
of one or more directors as the Board of Directors may from time to time determine. Any 
such committee, to the extent provided in such resolution or resolutions, shall have and 
may exercise all the powers and authority of the Board of Directors in the management of 
the business and affairs of the Corporation between meetings of the Board of Directors, 
including the power to authorize the seal of the Corporation to be affixed to all papers that 
may require it; but no such committee shall have such power or authority to amend the 
Articles of Incorporation, adopt an agreement of merger or consolidation, recommend to 
the stockholders the sale, lease or exchange of all or substantially all of the Corporation's 
property and assets, recommend to the stockholders a dissolution of the Corporation or a 
revocation of a dissolution, amend the Bylaws or otherwise to act (other than to make 
recommendations) where it is provided by law or by the Articles of Incorporation that any 
vote or action, in order to bind the Corporation, shall be taken by the Directors, and unless 
the resolution or articles of incorporation shall expressly so provide, no such committee 
shall have the power or authority to declare a dividend or to authorize the issuance of 
stock or adopt a certificate of ownership and merger pursuant to K.S.A. 17-6703. In the 



absence or disqualification of a member of a committee, the number of members thereof 
present at any meeting and not disqualified from voting, whether or not he or they 
constitute a quorum, may unanimously appoint another member of the Board of Directors 
to act at the meeting in the place of any such absent or disqualified member. Each such 
commjttee other than the Executive Committee shall have such name as may be 
determined from time to time by the Board of Directors. 

A majority of the committee shall constitute a quorum for the transaction of 
business at any meeting for which written notice has been given to all members or for 
which notice has been waived by all members. Each such committee shall keep a record 
of its proceedings and may hold meetings upon one (1) day's written notice or upon 
waiver of notice signed by all of the members of the committee either before or after said 
committee meeting. 

Section 2.11. Compensation. Directors shall receive compensation for their 
services as directors or as members of committees as may from time to time be fixed by 
the Board of Directors. They may also be reimbursed for their expenses in attending any 
meeting and in the transaction of business for the Corporation. 

ARTICLE THREE 

Section 3.1. Election; Qualification. The officers of the Corporation shall be a 
President, one or more Vice Presidents, one or more of whom may be designated 
Executive Vice President or Senior Vice President, a Secretary and a Treasurer, each of 
whom shall be elected by the Board of Directors. The Board of Directors may elect a 
Controller, one or more Assistant Secretaries, one or more Assistant Treasurers, one or 
more Assistant Controllers and such other officers as it may from time to time determine. 
Two or more offices may be held by the same person. 

Section 3.2. Term of Oflice. Each officer shall hold office from the time of his 
election and qualification to the time at which his successor is elected and qualified, unless 
sooner he shall die or resign or shall be removed pursuant to Section 3.4. 

Section 3.3. Resignation. Any officer of the Corporation may resign at any time 
by giving written notice of such resignation to the Board of Directors, the President or the 
Secretary of the Corporation. Any such resignation shall take effect at the time specified 
therein or, if no time be specified, upon receipt thereof by the Board of Directors or one of 
the above-named officers; and, unless specified in the resignation, the acceptance of such 
resignation shall not be necessary to make it effective. 

6 

Section 3.4. Removal. Any officer may be removed at any time, with or without 
cause, by the vote of a majority of the whole Board of Directors. 



Section 3.5. Vacancies. Any vacancy however caused in any office of the 
Corporation may be filled by the Board of Directors. 

Section 3.6. Compensation. The compensation of each officer shall be such as 
the Board of Directors may from time to time determine. 

Section 3.7. President. Unless the Board of Directors otherwise provides, the 
President shall be the Chief Executive Officer of the Corporation with such general 
executive powers and duties of supervision and management as are usually vested in such 
office and shall perform such other duties as are authorized by the Board of Directors. 
The President shall sign all contracts, certificates and other instruments of the Corporation 
as authorized by the Board of Directors. 

Section 3.8. Vice President. Each Vice President shall have such powers and 
duties as generally pertain to the office of Vice President and as the Board of Directors or 
the President may from time to time prescribe. During the absence of the President or his 
inability to act, the Vice President, or if there shall be more than one Vice President, then 
that one designated by the Board of Directors, shall exercise the powers and shall perform 
the duties of the President, subject to the direction of the Board of Directors. 

Section 3.9. Secretary. The Secretary shall keep the minutes of all meetings of 
stockholders and of the Board of Directors and issue notices of such meetings as 
necessary. The Secretary shall be custodian of the corporate seal and shall af5x it or cause 
it to be aftixed to such instruments as require such seal and attest the same and shall 
exercise the powers and shall perform the duties incident to the office of Secretary, subject 
to the direction of the Board of Directors. Any Assistant Secretary, in the absence or 
inability of the Secretary, shall perform all duties of the Secretary and such other duties as 
may be required. 

Section 3.10. Treasurer. The Treasurer shall have care and custody of all money 
and securities of the Corporation and shall give bond in such sum and with such sureties as 
the Board of Directors may specifjl, conditioned upon the faitffil performance of the 
duties of his office. He shall keep regular books of account and shall submit them, 
together with all his vouchers, receipts, records and other papers, to the Board of 
Directors for their examination and approval annually; and semi-annually, or when 
directed by the Board of Directors, he shall submit to each director a statement of the 
condition of the business and accounts of the Corporation; and shall perform all such other 
duties as are incident to his office. An Assistant Treasurer, in the absence or inability of 
the Treasurer, shall perform all the duties of the Treasurer and such other duties as may be 
required. 
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ARTICLE FOUR 

CAPITAL STOCK 

Section 4.1. Stock Certificates. The interest of each holder of stock of the 
Corporation shall be evidenced by a certificate or certificates in such form as the Board of 
Directors may from time to time prescribe. Each certificate shall be signed by or in the 
name of the Corporation by the President or a Vice President and by the Treasurer or an 
Assistant Treasurer or the Secretary or an Assistant Secretary. If such certificate is 
countersigned (1) by a transfer agent other than the Corporation or its employee or (2) by 
a registrar other than the Corporation or its employee, any other signature on the 
certificate may be facsimile. Ifany officer, transfer agent or registrar who has signed or 
whose facsimile signature has been placed upon a certificate shall have ceased to be such 
officer, transfer agent or registrar before such certificate is issued, it may be issued by the 
Corporation with the same effect as if he were such officer, transfer agent or registrar at 
the date of issue. 

Section 4.2. Transfer.-of Stock. Shares of stock shall be transferable on the 
books of the Corporation pursuant to applicable law and such rules and regulations as the 
Board of Directors shall fiom time to time prescribe. 

Scctionl.3. Holders of Record. Prior to due presentment for registration of 
transfer the Corporation may treat the holder of record of a share of its stock as the 
complete owner thereof exclusively entitled to vote, to receive notifications and otherwise 
entitled to all the rights and powers of a complete owner thereof, notwithstanding notice 
to the contrary. 

Section 4.4. Lost, Stolen, Destroyed or Mutilated Certificates. The 
Corporation shall issue a new certificate of stock to replace a certificate theretofore issued 
by it alleged to have been lost, destroyed or wronghlly taken, if the owner or his legal 
representative (i) requests replacement before the Corporation has notice that the stock 
certificate has been acquired by a bona fide purchaser; (a) files with the Corporation a 
bond sufficient to indemnifjl the Corporation against any claim that may be made against it 
on account of the alleged loss or destruction of any such stock certificate or the issuance 
of any such new stock certificate; and (iii) satisfies such other terms and conditions as the 
Board of Directors may from time to time prescribe. 

Section 4.5. No Preemptive Rights. No holder of shares of any class of this 
Corporation, or holder of any securities or obligations convertible into shares of any class 
of this Corporation, shall have any preemptive right whatsoever to subscribe for, purchase 
or otherwise acquire shares of this Corporation of any class, whether now or hereafter 
authorized. 
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ARTICLE FIVE 

INDEMNIFICATION 

Section 5.1. General Indemnity. The Corporation shall indemnifi, subject to the 
requirements of Section 5.4, any person who was ot is a party, or is threatened to be made 
a party, to any threatened, pending or completed action, suit or proceeding, whether civil, 
criminal, administrative or investigative (other than an action by or in the right of the 
Corporation), by reason of the fact that such person is or was a director, officer, employee 
or agent of the Corporation, or is or was serving at the request of the Corporation as a 
director, officer, employee or agent of another corporation, partnership, joint venture, 
trust or other enterprise, against expenses (including attorneys' fees), judgments, fines and 
amounts paid in settlement actually and reasonably incurred by such person in connection 
with such action, suit or proceeding if such person acted in good faith and in a manner 
such person reasonably believed to be in or not opposed to the best interests of the 
Corporation and, with respect to any criminal action or proceeding, had no reasonable 
cause to believe such person's conduct was unlawful. The termination of any action, suit 
or proceeding by judgment, order, settlement, conviction or upon a plea of nolo 
contendere or its equivalent, shall not, of itsell: create a presumption that the person did 
not act in good faith and in a manner which such person reasonably believed to be in or 
not opposed to the best interests of the Corporation, and, with respect to any criminal 
action or proceeding, had reasonable cause to believe that such person's conduct was 
unlawful. 

Section 5.2. Derivative Suit Indemnity. The Corporation shall indemnifi, 
subject to the requirements of Section 5.4, any person who was or is a party, or is 
threatened to be made a party, to any threatened, pending or completed action or suit by 
or in the right of the Corporation to procure a judgment in its favor by reason of the fact 
that such person is or was a director, officer, employee or agent of the Corporation, or is 
or was serving at the request of the Corporation as a director, officer, employee or agent 
of another corporation, partnership, joint venture, trust or other enterprise against 
expenses (including attorneys' fees) actually and reasonably incurred by such person in 
connection with the defense or settlement of such action or suit if such person acted in 
good faith and in a manner such person reasonably believed to be in or not opposed to the 
best interests of the Corporation and except that no indemnification shall be made in 
respect of any claim, issue or matter as to which such person shad have been adjudged to 
be liable to the Corporation unless and only to the extent that the court in which such 
action or suit was brought shall determine upon application that, despite the adjudication 
of liability but in view of all the circumstances of the case, such person is fairly and 
reasonably entitled to indemnity for such expenses which the court shall deem proper. 

Section 5.3. Expense Indemnity. To the extent that a director, officer, employee 
or agent of the Corporation, or a person serving in any other enterprise at the request of 
the Corporation, has been successful on the merits or otherwise in defense of any action, 
suit or proceeding referred to in Sections 5.1 and 5.2 or in defense of any claim, issue or 
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matter therein, such director, officer, employee or agent shall be indemnified against 
expenses (including attorneys' fees) actually and reasonably incurred by such person in 
connection therewith. 

Section 5.4. Procedure. Any indemnification under Sections 5.1  and 5.2 (unless 
ordered by a court) shall be made by the Corporation only as authorized in the specific 
case upon a determination that indemnification of the director, officer, or employee is 
proper in the circumstances because such director, officer, employee or agent has met the 
applicable standard of conduct set forth in Sections 5 . 1  and 5.2. Such determination shall 
be made (1) by the Board of Directors by a majority vote of a quorum consisting of 
directors who were not parties to such action, suit or proceeding, or (2) if such a quorum 
is not obtainable, or even if obtainable, a quorum of disinterested directors so directs, by 
independent legal counsel in a written opinion, or (3) by the stockholders. 

Section 5.5. Advances of Expenses. Expenses incurred by a director or officer 
in defending a civil or criminal action, suit or proceeding may be paid by the Corporation 
in advance of the final disposition of such action, suit or proceeding upon receipt of an 
undertaking by or on behalf ofthe director or officer to repay such amount if it is 
ultimately determined that the director or officer is not entitled to be indemnified by the 
Corporation as authorized in this Section. Such expenses incurred by other employees 
and agents may be so paid upon such terms and conditions, if any, as the Board of 
Directors deems appropriate. 

Section 5.6. Nonexclusive Rights. The indemnification and advancement of 
expenses provided by, or granted pursuant to, the other subsections of this Section shall 
not be deemed exclusive of any other rights to which those seeking indemnification or 
advancement of expenses may be entitled under any Bylaw, agreement, vote of 
stockholders or disinterested directors or otherwise, both as to action in a person's official 
capacity and as to action in another capacity while holding such office. 

Section 5.7. Insurance. The Corporation may purchase and maintain insurance 
on behalf of any person who is or was a director, officer, employee or agent of the 
Corporation, or is or was serving at the request of the Corporation as a director, officer, 
employee or agent of another corporation, partnership, joint venture, trust or other 
enterprise against any liability asserted against such person and incurred by such person in 
any such capacity, or arising out of such person's status as such, whether or not the 
Corporation would have the power to indemnify such person against such liability under 
the provisions of this Article. 

Section 5.8. Continuation of Indemnities. For purposes of this Article, 
references to "the Corporation'' shall include, in addition to the resulting corporation, any 
constituent corporation (including any constituent of a constituent) absorbed in a 
consolidation or merger which, if its separate existence had continued, would have had 
power and authority to indemnif) its directors, officers and employees or agents, so that 
any person who is or was a director, officer, employee or agent of such constituent 



corporation, or is or was serving at the request of such constituent corporation as a 
director, officer, employee or agent of another corporation, partnership, joint venture, 
trust or other enterprise, shall stand in the same position under this Section with respect to 
the resulting or surviving corporation as such person would have with respect to such 
constituent corporation if its separate existence had continued. 

Section 5.9, Definition. For purposes of this Article, references to "other 
enterprises" shall include employee benefit plans; references to "fines" shall include any 
excise taxes assessed on a person with respect to any employee benefit plan; and 
references to "serving at the request of the Corporation" shall include any service as a 
director, officer, employee or agent of the Corporation which imposes duties on, or 
involves services by, such director, officer, employee or agent with respect to an employee 
benefit plan, its participants or beneficiaries; and a person who acted in good faith and in a 
manner such person reasonably believed to be in the interest of the participants and 
beneficiaries of an employee benefit plan shall be deemed to have acted in a manner "not 
opposed to the best interests of the Corporation" as referred to in this Section. 

Section 5.10. Benefits. The indemnification and advancement of expenses 
provided by, or granted pursuant to, this Article shall, unless otherwise provided when 
authorized or ratified, continue as to a person who has ceased to be a director, officer, 
employee or agent and shall inure to the benefit of the heirs, executors and administrators 
of such a person. 

ARTICLE 6 

GENERAL PROVISIONS 

Section 6.1. Waiver of Notice. Whenever notice is required by the Articles of 
Incorporation, the Bylaws or any provision of the General Corporation Code of the State 
of Kansas, a written waiver thereof, signed by the person entitled to notice, whether 
before or after the time required for such notice, shall be deemed equivalent to notice. 
Attendance of a person at a meeting shall constitute a waiver of notice of such meeting, 
except when the person attends a meeting for the express purpose of objecting, at the 
beginning of the meeting, to the transaction of any business because the meeting is not 
lawfully called or convened. Neither the business to be transacted at, nor the purpose of, 
any regular or special meeting of the stockholders, directors or members of a committee of 
directors need be specified in any written waiver of notice. 

Section 6.2. Fiscal Year. The fiscal year of the Corporation shall start on such 
date as the Board of Directors shall from time to time prescribe. 

Section 6.3. Corporate Seal. The corporate seal shall be in such form as the 
Board of Directors may tiom time to time prescribe, and the same may be used by causing 
it or a facsimile thereof to be impressed or affixed or in any other manner reproduced. 
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ARTICLE SEVEN 

AMENDMENT OF BYLAWS 

Section 7.1. Amendment. The Bylaws may be made, altered or repealed at any 
meeting of stockholders or at any meeting of the Board of Directors by a majority vote of 
the whole Board. 
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